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Summary of Operations 


2020 2019 Change 


(Dollars in millions, Revenues $603.9 $563.2 7% 
except per share data) Revenues, as Adjusted’ $536.4 $489.2 10% 
Operating Expenses $460.7 $438.5 5% 
Operating Expenses, as Adjusted’ $339.8 $314.2 8% 
Operating Income $143.2 $124.7 15% 
Operating Income, as Adjusted’ $196.5 $175.0 12% 
Net Income attributable to common stockholders $80.0 $87.3 (8)% 
Net Income attributable to common stockholders, 
as Adjusted' $129.3 $120.5 7% 
Operating Margin 24% 22% 
Operating Margin, as Adjusted" 37% 36% 
Per Share Data 
Earnings per Share — Diluted $10.02 $11.74 (15)% 
Earnings per Share — Diluted, as Adjusted’ $16.21 $14.79 10% 
Weighted Average Shares Outstanding — 7,976 8,149 (2)% 


Diluted (in thousands) 
Assets Under Management 


(in millions) 


Ending Assets Under Management $132,194 $108,904 21% 


@ Open-End Mutual Funds*? $50,771 38.4% 

@ Closed-End Mutual Funds 5,914 4.5% 

By Product @ Exchange-Traded Funds 837 0.6% 
(12/31/2020) @ Retail Separate Accounts 29,751 22.5% 
® Institutional Accounts® 40,861 30.9% 

@ Structured Products 4,060 3.1% 

TOTAL $132,194 100% 

@ Equity $86,268 65.3% 

By Asset Class @ Fixed Income 28,965 21.9% 
(12/31/2020) @ Multi-Asset* 12,201 9.2% 
@ Alternatives® 4,760 3.6% 

TOTAL $132,194 100% 


1 Certain supplemental performance measures are provided in addition to, but not as a substitute for, performance measures determined in accordance with GAAP. These supplemental 
measures may not be comparable to non-GAAP performance measures of other companies. “Operating Income, as adjusted,” “Operating Margin, as adjusted,” and “Net Income attributable 
to common stockholders, as adjusted,” are supplemental non-GAAP measures that net the distribution and administration expenses against the related revenue and remove certain non-cash 
and other identified amounts. For our definition of these terms, as well as a reconciliation to GAAP measures, see “Non-GAAP Information and Reconciliations” in the Supplemental Financial 
Information, included as an attachment to this annual report after the Form 10-K. 

? Represents assets under management of U.S. 1940 Act mutual funds and Undertakings for Collective Investments in Transferable Securities (“UCITS”) 

3 Includes ultra-short strategies previously included in a separate Liquidity category 

4 Includes strategies with concentrations in at least two of the following asset classes: equity, fixed income and alternatives 

5 Includes real estate securities, infrastructure, mid-stream energy, long/short and options strategies 

This report may contain forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995 which, by their nature, are subject to significant risks and 

uncertainties. Virtus Investment Partners, Inc. intends for these forward-looking statements to be covered by the safe harbor provisions of the federal securities laws relating to forward-looking 

statements. For a further discussion, see “Special Note About Forward-Looking Statements” on page 19 of the attached Form 10-K. 


Message to Shareholders 


STRATEGIC OBJECTIVES 


Product Quality 
Maintain a set of attractive investment 
strategies to meet current and future demand 


Distribution Growth 
Increase market share in existing 
channels and capitalize on opportunities 
in new channels 


Operating Optimization 
Provide shared business support services 
that maximize the effectiveness and 
leveragability of the business 


Talent Engagement 
Attract and retain the talent necessary 
to effectively execute business objectives 


Financial Management 
Manage resources for profitability, growth, 
risk mitigation, and creation of long-term 

shareholder value 


To Our Fellow Shareholders, 


The extraordinary events of 2020 caused unprecedented 
challenges across the globe. We experienced a health 
crisis that resulted in untold suffering, the devastating 
impact of the pandemic on the global economy, and 
social upheavals throughout our communities. 


In the face of these difficulties, employees through- 
out our organization ensured that our company would 
continue to deliver on our commitments to our clients, 
partners, shareholders, and the communities in which 
we live and work. We are proud of their determination 
and thankful for their resilience. 


Early in the year, as we shifted business processes 
and transitioned to new work protocols to ensure the 
safety of our employees, we maintained a focus on 

our strategic priority of being a distinctive and trusted 
provider of asset management products and services. 
By leveraging the underlying strengths of our organization, 
we achieved strong financial and operating results 
and created significant value for our shareholders, 
generating increased sales and positive net flows, 

as well as double-digit growth in key financial metrics, 
including net income, as adjusted, and diluted earnings 
per share, as adjusted. 


These specific results were notable and included: 


Increase in Assets Under Management: Total assets 
under management were $132.2 billion at December 
31, 2020, a 21% increase from year-end 2019, and 
included year-over-year increases of 46% for retail 
separate accounts, 24% for institutional strategies, 
and 16% for mutual funds. 


Growth in Sales: Total sales increased by 60% to 
$32.3 billion as clients recognized the long-term 
value of our actively managed strategies, particularly 
during periods of uncertainty and volatility in the 
global markets. Retail separate account sales were 
95% above 2019, institutional sales were 88% 
above the prior year, and mutual funds sales 
increased 47% from 2019. 


+ Positive Net Flows: We had total positive net flows 
of $5.1 billion for the year including positive net 
flows for the last three quarters of the year, over- 
coming the impact of elevated levels of redemptions 
early in 2020. 


+ Earnings Growth: We achieved our highest levels 
of net income, as adjusted, which increased 7% 
to $129.3 million, and diluted earnings per share, 
as adjusted, which grew by 10% to $16.21. 


+ Continued Strong Investment Performance: 
Our affiliated managers and select subadvisers 
maintained strong relative performance across 
asset classes and styles, with 78% of all long-term 
assets under management outperforming their 
benchmarks on a three-year basis as of December 
31, 2020, compared with 69% as of year-end 2019. 


+ Balanced Capital Management: We returned 
a meaningful level of capital to shareholders, 
including a third consecutive increase in our 
common stock dividend; consistently paid 
down debt, on a quarterly basis, to increase 
financial flexibility; and invested in growth 
opportunities, including new product offerings 
and distribution capabilities. 


2340% 


Stock Performance 
January 2, 2009 (Open) — December 31, 2020 


(]emme VRTS cemm Peer Group Composite emp S&P 500 


Peer Group: Affiliated Managers Group, AllianceBernstein, Cohen & Steers, Eaton Vance, 
Federated Hermes, Franklin Resources, Invesco, T. Rowe Price, and Waddell & Reed 


We also positioned ourselves for future growth through 
the establishment of a strategic partnership with Allianz 
Global Investors. This partnership, which closed in 
2021, increased offerings in open-end funds, closed- 
end funds and retail separate account strategies, 

and allowed us to add a new affiliate manager, the 
NFJ Investment Group. 


> 


We delivered substantial 
achievements that have benefited 
our shareholders and position us well 


for the future. 
> 


As we move into 2021, we also take an opportunity 

to acknowledge a transition on our Board for Mark C. 
Treanor, who has served as chairman since we became 
an independent public company in 2009. As chairman, 
Mark has provided invaluable guidance to the Board 
and management team over the past 12 years. On 
behalf of the entire organization, we thank him for 

his contributions to the company. 


While 2020 may have been notable for its challenges, 
we can look back on the year and know that we continued 
to successfully execute on our strategic objectives. 
With the unwavering dedication of everyone in our 
organization, we delivered substantial achievements 
that have benefited our shareholders and position us 
well for the future. 


On behalf of the staff, management, and board of 
directors, we appreciate your support and, as always, 
thank you for your investment in our company. 


George R. Aylward Timothy A. Holt 
President and Chief Executive Officer Chairman 
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“We,” “us,” “our,” the “Company,” and “Virtus” as used in this Annual Report on Form 10-K (the “Annual 
Report’’), refer to Virtus Investment Partners, Inc., a Delaware corporation, and its subsidiaries. 


PARTI 


Item 1. Business. 
Organization 


Virtus Investment Partners, Inc. (the “Company”’), a Delaware corporation, commenced operations on 
November 1, 1995 and became an independent publicly traded company on December 31, 2008 as a result of the 
distribution by Phoenix Life Insurance Company (“Phoenix”), the Company’s former parent, of 100% of Virtus 
common stock to Phoenix stockholders in a spin-off transaction. 


Our Business 


We provide investment management and related services to individuals and institutions. We use a multi- 
manager, multi-style approach, offering investment strategies from affiliated managers, each having its own 
distinct investment style, autonomous investment process and individual brand. By offering a broad array of 
products, we believe we can appeal to a greater number of investors and have offerings across market cycles and 
through changes in investor preferences. Our earnings are primarily driven by asset-based fees charged for 
services relating to these various products, including investment management, fund administration, distribution 
and shareholder services. 


We offer investment strategies for individual and institutional investors in different product structures and 
through multiple distribution channels. Our investment strategies are available in a diverse range of styles and 
disciplines, managed by a collection of differentiated investment managers. We have offerings in various asset 
classes (equity, fixed income and alternative), geographies (domestic, international and emerging) market 
capitalizations (large, mid and small), styles (growth, core and value) and investment approaches (fundamental, 
quantitative and thematic). Our retail products include open-end funds and exchange traded funds (“ETFs”’) as 
well as closed-end funds and retail separate accounts. Our institutional products are offered through separate 
accounts and pooled or commingled structures to a variety of institutional clients. We also provide subadvisory 
services to other investment advisers and serve as the collateral manager for structured products. 


Our Investment Managers 


We provide investment management services through our affiliated investment managers who are registered 
under the Investment Advisers Act of 1940, as amended (the “Investment Advisers Act’). The investment 
managers are responsible for portfolio management activities for our retail, institutional and structured products 
operating under advisory, subadvisory or collateral management agreements. We provide our affiliated managers 
with distribution, operational and administrative support, thereby allowing each manager to focus primarily on 
investment management. We also use the investment management services of select unaffiliated managers to 
sub-advise certain of our open-end funds and ETFs. We monitor our managers’ services by assessing their 
performance, style and consistency and the discipline with which they apply their investment process. 


Our affiliated investment managers and their respective assets under management, products and strategies as 
of December 31, 2020 were as follows: 


Manager 


Ceredex Value Advisors 


Duff & Phelps Investment 
Management 


Kayne Anderson Rudnick 


Investment Management 


Newfleet Asset Management 


Seix Investment Advisors 


Silvant Capital Management 


Sustainable Growth Advisers 


As of December 31, 2020, $10.5 billion in assets under management were managed by unaffiliated 


Products 


Open-end funds and 
institutional accounts 


Closed- and open-end funds and 
institutional accounts 


Open-end funds, institutional 
accounts, intermediary-sold 
managed accounts and private 
client accounts 


Closed- and open-end funds, 
ETFs, institutional, private 
client accounts and structured 
products 


Open-end funds, institutional, 
ETFs and structured products 


Open-end funds and 
institutional 


Institutional and private client 
accounts and open-end funds 


Strategies 


Value Equity Strategies large-, 
mid- and small-cap domestic 
equities 


Income Focused Strategies 
global listed infrastructure, 
domestic, international real 
estate and energy 


Quality-Oriented Equity 
Strategies small- to large-cap, 
including domestic global, 
international and emerging 
market strategies 


Multi-Sector Fixed Income 
Strategies multi-sector, 
enhanced core strategies and 
dedicated sector strategies such 
as bank loans and high yield 


Investment Grade and 
Leveraged Finance Fixed 
Income Strategies high yield, 
bank loans, investment grade 
taxable, non-taxable and multi- 
sector strategies 


Growth Equity Strategies 
including large-cap and 
small-cap 


Global Growth Equity 
Strategies large-cap growth 
strategies, including domestic, 
global, international and 
emerging markets 


managers including an unaffiliated manager in which the Company holds a minority interest. 


Assets 
(in billions) 


$8.5 


$10.6 


$51.7 


$10.0 


$17.9 


$0.8 


$22.2 


Our Investment Products 


Our assets under management are in open-end funds, closed-end funds, ETFs, retail separate accounts, 
institutional accounts and structured products. 


Assets Under Management by Product as of 


December 31, 2020 

Fund assets (in billions) 
Operizend funds 53.5.0. sie eehade ts age ne eed eee eee ae bah ete ke $ =649.5 
Closed-end funds ...:0.6 scene ce Sai dee eee eee cea aoe 5.9 
Exchange traded Tunds — 5, sis s.ccsleceesacdce cd scssangtSoaalaeds bade es. Guslare-se ease 0.8 
Retail separate accounts ... 0.0... 0. eee eee eee 29.8 
Institutional accounts 5. i534 eet o eek owe bdiqe ego ees eee es 40.6 
Structured products ..... 0.0... cee eee eee eee eens 4.1 

PotalLone-Term...c0s40ncceek ove dand sank oeaes gels cones 130.7 
Liquidity (1) 2.232:¢2c3ciegemead es 2OhdhS habbo Shade tbs 1.5 

Total Assets Under Management ......................0.-. $ 132.2 


(1) Represents assets under management in liquidity strategies, including in certain open-end funds and 
institutional accounts. 


Open-End Funds 


Our open-end mutual funds are offered in a variety of asset classes (domestic and international equity, 
taxable and non-taxable fixed income, and alternative investments), market capitalizations (large, mid and small), 
styles (growth, core and value) and investment approaches (fundamental, quantitative and thematic). Our 
offshore funds are offered in select investment strategies to non-U.S. investors. Summary information about our 
open-end funds as of December 31, 2020 were as follows: 


Number of Funds Total Advisory Fee 
Asset Class Offered Assets Range (1) 
(in millions) (%) 

Domestic Equity: sic: sable acaed a ipasla heb, dee & dalla Gdrectona 20 $23,774 2.15-0.40 
Fixed Income 3.44 :h0000 tte d iis bo hehe Wades db he GANS ES 22 11,317 1.85-0.21 
International/Global Equity .......... 0.0.0... c eee ee eee eee 15 12,054 1.20-0.65 
ANTPORNatIViES soi dine sete d csi d-dh Seton bested ted deed oaks Beeb Hire 9 1,303 1.30-0.55 
IMMUITTIPASS OE 5s, sodi2t ncattacd cceana ets candnaieado uae) ctvetsgy Sle teeeee ac tagh do Maver Gade 2 1,073 0.55-0.45 
Total Open-End Funds ....... 0.0.0... cece eee eens 68 $49,521 


(1) Percentage of average daily net assets. The percentages listed represent the range of management advisory 
fees paid by the funds, from the highest to the lowest. The range indicated includes the impact of 
breakpoints at which management advisory fees for certain of the funds in each fund type decrease as assets 
in the funds increase. Subadvisory fees paid on funds managed by unaffiliated subadvisers are not reflected 
in the percentages listed. 


Closed-End Funds 


Our closed-end funds are offered in a variety of asset classes and various strategies such as infrastructure, 
energy and global multi-sector. We managed the following closed-end funds as of December 31, 2020, each of 
which is traded on the New York Stock Exchange: 


Advisory 
Fund Type/Name Total Assets Fee 
(in millions) (%) 
Multi-Asset 
DNP Select Income Fund Inc. ... 2.0.06 ieee ee eee eee $3,807 0.60-0.50(1) 
Virtus Total Return Fund Inc. ... 2.0... 0.0.0.0. cee ees 604 0.70 (2) 
Alternatives 
Duff & Phelps Utility and Infrastructure Fund Inc. .............. 716 1.00 (1) 
Duff & Phelps Select MLP and Midstream Energy Fund Inc. ...... 19 1.00 (2) 
Fixed Income 
Duff & Phelps Utility and Corporate Bond Trust Inc. ............ 370 0.50 (1) 
Virtus Global Multi-Sector Income Fund...................00- 196 0.95 (2) 
DTF Tax-Free Income, Inc. cc sce des sake ane ee keee eee wee 202 0.50 (1) 
Total Closed-End Funds ..........0 0.0.0.0. c ccc eee $5,914 


(1) Percentage of average weekly net assets. A range indicates that the fund has breakpoints at which 
management advisory fees decrease as assets in the fund increase. 
(2) Percentage of average daily net assets of each fund. 


Exchange Traded Funds 


Our ETFs are offered in a range of actively managed and index-based investment capabilities across 
multiple asset classes. We managed the following ETFs as of December 31, 2020: 


Advisory 
ETF Name Total Assets Fee (1) 
(in millions) (%) 

Alternative 

Virtus InfraCap U.S. Preferred Stock ETF ....................0... $225 0.140 

Virtus Real Asset Income ETF ........... 0.00. c cc eens 152 0.033 

InfraCap!MLP BER sce cadets bc. degcd oe abated aA aay dca Mica Bed Bie ale 147 0.075 

InfraCap REIT Preferred ATE 2.04500 e000 Chae eed dee meee te 59 0.075 

Virtus Reaves Utilities ETF ........ 0.0... 0c ene 30 0.490 
Equity 

Virtus Terranova U.S. Quality Momentum ETF .................... 92 0.290 

Virtus LifeSci Biotech Clinical Trials ETF ........................ 47 0.450 

Virtus LifeSci Biotech Products ETF ............... 0.00.00. 00 eee 29 0.450 

Virtus WMC International Dividend ETF ......................... 5 0.280 
Fixed Income 

Virtus Newfleet Multi-Sector Bond ETF .....................00005 18 0.700 

Virtus Newfleet Dynamic Credit ETF ........................004. 6 0.550 

Virtus Seix Senior Loan ETF... 2... 0... eens 6 0.570 
Multi-Asset 

Virtus Private Credit Strategy ETF ......... 0.06 ese e eee ees 21 0.467 

Total TESS otek 6-6 pecen pee Pare ao tate Oe ae ee oS $837 


(1) Percentage of average daily net assets of each fund. Subadvisory fees paid on funds managed by unaffiliated 
subadvisers are not reflected in the percentages listed. 


4 


Retail Separate Accounts 
Intermediary-Sold Managed Accounts 
Intermediary-sold managed accounts are individual investment accounts that are primarily contracted 


through intermediaries as part of investment programs offered to retail investors. Summary information about our 
intermediary-sold managed accounts as of December 31, 2020 were as follows: 


Asset Class Total Assets 
(in millions) 
Equity 
Domestic equity 20... 0... eee cee eee ees $21,489 
International CQUILY <4 o0 cede dst ne es bee Hee eee ee 329 
Fixed Income 
THAVESIMENE OAS 2.4 v.54 Bek ae 8 angidtale ABA ah a Hae Be OOS 244 
Leveraged finance: .-.2.4.00e sds Pea ead ee ae ee Rae ee sees 1,789 
Alternative 1 
Total Intermediary-Sold Managed Accounts ................ $23,852 


Private Client Accounts 


Private client accounts are investment accounts offered by certain affiliates directly to individual 
investors. Services provided include investment and wealth advisory services employing both affiliated and 
unaffiliated investment managers and select third-party business partners. Summary information about our 
private client accounts as of December 31, 2020 was as follows: 


Asset Class Total Assets 
(in millions) 
Multi-Asset .. 0... 0. cee eee eee eee e ee $5,750 
Fixed INCOmMe! 64.602.64.0¢4e08hb teawdicne abe bon tibbedaweee es 103 
PQUIULY: rei 8. 0 vi Ghd Sid Gd a al evblecbne as Sch Heatalledin Godse pos wie ana Dns eS 46 
Total Private Client Accounts ............ 0.0.00: $5,899 
Institutional Accounts 


Our institutional clients include corporations, multi-employer retirement funds, public employee retirement 
systems, foundations and endowments; in addition, we provide subadvisory services to unaffiliated mutual funds. 
Summary information about our institutional accounts as of December 31, 2020 was as follows: 


Asset Class Total Assets 
(in millions) 
Equity 
Domesticsequity: concen cee aeeine 644 wae eng Saab ees $19,664 
International equity «....0.25 06. eee see ee eee eee ceased 8,738 
Fixed Income 
Investment grade .. 1.1... eee eee eee eens 6,655 
Leveraged Tnanes. 2.566 date ede neck hea Pees eae he 2,288 
ANMEMMAatiVe: ccccea. seid anh e-iee O46 dined ba aS bake ee ee 2,333 
IMUITIZASSCE, 5652-9 oxhhies0, $8 debs aes 025 Ria bees ance ee SR a 945 
Total Institutional Accounts ........ 0.0.00 cee eee eee eee $40,623 


Structured Products 


We act as collateral manager for structured finance products that primarily consist of collateralized loan 
obligations (““CLOs”’). We managed the following structured products as of December 31, 2020: 


Fund Name Inception Total Assets 

(in millions) 
Mountain View CLO IX Ltd. ...................05. 2015 $ 541 
Mountain View CLO 2017-1 Ltd. ................... 2017 494 
Mountain View CLO 2016-1 Ltd. ................... 2016 405 
Mountain View CLO XV Ltd. ..................005. 2020 405 
Mountain View CLO 2017-2 Ltd. ................... 2018 399 
Mountain View CLO XIV Ltd. ..................05. 2019 398 
Mountain View CLO 2013-1 Ltd. ................... 2013 377 
Mountain View CLO X Ltd. ............ 0.02.00 000- 2015 342 
Newfleet CLO 2016-1 Ltd. ................0.....04. 2016 305 
Mountain View CLO 2014-1 Ltd. ...........0........ 2014 259 
Broderick‘ CDOT Litde ociv scan. ace ed eae eee, bees 2005 135 
Total Structured Products ................00005 $4,060 


Our Investment Management, Administration and Shareholder Services 


Our investment management, administration and shareholder service fees earned in each of the last three 
years were as follows: 


Years Ended December 31, 

(in thousands) 2020 2019 2018 
Open-end funds" ..: ce ec deee dese oeeneetaasd eaten ead $247,519 $229,637 $231,175 
Closed-end! funds s4i0¢ seh edad os 8s doce ek Pea Oe one 36,833 42,199 41,455 
Retail séparaté acCOUNIS ss..66636 sre de een Sark ane tae ee 104,932 82,999 73,532 
Institutional accounts .... 0.0.0.0... cee eee 109,531 96,429 T7711 
Structured products, oe 3a.0ge4 Aaa sale kee caw eed 4,012 6,381 9,622 
Other products) s.cs05, eeadnccadel detains oeeiee ieee don eee ae 2,511 3,832 3,526 
Total investment management fees 505,338 461,477 437,021 
Administration fees 2.0... 0.0.0... eee eee 41,582 42,009 44,503 
Shareholder service fees ....... 0.0... ccc cece eee eens 17,881 17,875 19,111 

TOUAL sates cig ac a es sent oes rete ete eee aha ee ane ae eee $564,801 $521,361 $500,635 


Investment Management Fees 


We provide investment management services pursuant to investment management agreements through our 
affiliated investment advisers (each an “‘Adviser”). With respect to our funds, the Adviser provides overall 
investment management services, pursuant to agreements with the funds. We earn fees based on each fund’s 
average daily or weekly net assets with most fee schedules providing for rate declines or “breakpoints” as asset 
levels increase to certain thresholds. For funds managed by subadvisers, the day-to-day investment management 
of the fund’s portfolio is performed by the subadviser, which receives a management fee based on a percentage 
of the Adviser’s management fee. Each fund bears all expenses associated with its operations. In some cases, to 
the extent total fund expenses exceed a specified percentage of a fund’s average net assets, the Adviser has 
agreed to reimburse the funds for such excess expenses. 


For retail separate accounts and institutional accounts, investment management fees are negotiated and 
based primarily on portfolio size and complexity, individual client requests and investment strategy capacity, as 
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appropriate. In certain instances, institutional fees may include performance related fees. Generally, we are 
entitled to performance related fees only if the returns on the portfolios exceed agreed upon periodic or 
cumulative return targets, primarily benchmark indices. Fees for structured finance products, for which we act as 
the collateral manager, consist of senior, subordinated and, in certain instances, incentive management fees. 
Senior and subordinated management fees are calculated at a contractual fee rate applied against the end of the 
preceding quarter par value of the total collateral being managed with subordinated fees being recognized only 
after certain portfolio criteria are met. Incentive fees on certain of our structured products are typically a 
percentage of the excess cash flows available to holders of the subordinated notes, above a threshold level 
internal rate of return. 


Administration Fees 


We provide various administrative fund services to our open-end mutual funds, ETFs and certain of our 
closed-end funds. We earn fees based on each fund’s average daily or weekly net assets. These services include: 
record keeping, preparing and filing documents required to comply with securities laws, legal administration and 
compliance services, customer service, supervision of the activities of the funds’ service providers, tax services 
and treasury services as well as providing office space, equipment and personnel that may be necessary for 
managing and administering the business affairs of the funds. 


Shareholder Service Fees 


We provide shareholder services to our open-end mutual funds. We earn fees based on each fund’s average 
daily net assets. Shareholder services include maintaining shareholder accounts, processing shareholder 
transactions, preparing filings and performing necessary reporting, among other things. 


Our Distribution Services 


We distribute our open-end funds and ETFs principally through financial intermediaries. We have broad 
distribution access in the retail market, with distribution partners that include national and regional broker- 
dealers, independent broker-dealers and registered investment advisers, banks and insurance companies. In many 
of these firms, we have a number of products that are on preferred “recommended” lists and on fee-based 
advisory programs. Our sales efforts are supported by regional sales professionals, a national account relationship 
group and separate teams for ETFs and the retirement and insurance channels. 


Our retail separate accounts are distributed through financial intermediaries and directly to private clients by 
teams at our affiliated managers. Our institutional services are marketed through relationships with consultants as 
well as directly to clients. We target key market segments, including foundations and endowments, corporate, 
public and private pension plans, and subadvisory relationships. 


Our Broker-Dealer Services 


We operate a broker-dealer that is registered under the Securities Exchange Act of 1934, as amended (the 
“Exchange Act’’), and is a member of the Financial Industry Regulatory Authority (“FINRA”). Our broker-dealer 
serves as the principal underwriter and distributor of our open-end mutual funds and ETFs under sales 
agreements with unaffiliated financial intermediaries, and also market advisory services to sponsors of retail 
separate accounts. Our broker-dealer is subject to the net capital rule of the Securities and Exchange Commission 
(the “SEC”’), which is designed to enforce minimum standards regarding the general financial condition and 
liquidity of broker-dealers. 


Our Competition 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
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broker-dealers and financial planning firms. Competition in our businesses is based on several factors, including 
investment performance, fees charged, access to distribution channels, and service to financial advisors and their 
clients. Our competitors, many of which are larger than us, often offer similar products and use similar 
distribution sources, and may also offer less expensive products, have greater access to key distribution channels 
and have greater resources than we do. 


Our Regulatory Matters 


We are subject to regulation by the SEC, FINRA and other federal and state agencies and self-regulatory 
organizations. Each affiliated investment manager and unaffiliated subadviser is registered with the SEC under 
the Investment Advisers Act. Each open-end mutual fund, closed-end fund and ETF is registered with the SEC 
under the Investment Company Act of 1940, as amended (the “Investment Company Act’). Our offshore funds 
are subject to regulation by the Central Bank of Ireland (the “CBI’), and the funds and each investment manager 
and sub-investment manager are also registered with the CBI. 


The financial services industry is highly regulated, and failure to comply with related laws and regulations 
can result in the revocation of registrations, the imposition of censures or fines and the suspension or expulsion 
of a firm and/or its employees from the industry. All of our U.S.-domiciled open-end mutual funds are generally 
available-for-sale and are qualified in all 50 states, Washington, D.C., Puerto Rico, Guam and the U.S. Virgin 
Islands. Our offshore funds are sold to both retail investors who are not citizens or residents of the United States 
or non-US. institutional clients. Most aspects of our investment management business, including the business of 
the unaffiliated subadvisers, are subject to various U.S. federal and state laws and regulations. 


Our officers, directors and employees may, from time to time, own securities that are also held by one or 
more of our funds. We have adopted a Code of Ethics pursuant to the provisions of the Investment Company Act 
and the Investment Advisers Act that require the disclosure of personal securities holdings and trading activity by 
all employees on a quarterly and annual basis. Employees with investment discretion or access to investment 
decisions are subject to additional restrictions with respect to the pre-clearance of the purchase or sale of 
securities over which they have investment discretion or beneficial interest. Our Code of Ethics also imposes 
restrictions with respect to personal transactions in securities that are held, recently sold, or contemplated for 
purchase by our mutual funds, and certain transactions are restricted so as to avoid the possibility of improper use 
of information relating to the management of client accounts. 


Human Capital 


We believe our value as a company derives from the talents and diversity of our employees. We foster a 
dynamic, entrepreneurial, and collaborative environment where talented people excel and are recognized and 
rewarded for their contributions. We are committed to creating and maintaining an equitable, welcoming and 
inclusive environment that promotes respect for every employee. 


As of December 31, 2020, we employed 581 employees and operated offices in seven states. We strive to 
attract and retain talented individuals by creating an environment of excellence and opportunity that serves as a 
foundation for all employees to reach their potential and make meaningful contributions to the organization. 


«= We engage with employees in all areas of the organization to raise the awareness of, and advance, our 
diversity and inclusion efforts and ensure the greatest alignment of resources with business priorities. 


« We offer career enhancement opportunities to maximize each employee’s potential and develop leaders 
throughout the organization. 


= We provide an education assistance program with tuition reimbursement for employees who wish to 
continue their education to secure increased responsibility and growth within their careers. 
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We have competitive salaries and offer a comprehensive suite of benefits, including programs that support 
wellness, financial security, and professional development. 


* We regularly assess and benchmark our compensation and benefit practices and conduct internal and 
external pay comparisons to assist us in ensuring that employees are compensated fairly, equitably, and 
competitively. 


« We offer benefits that promote financial and personal security including comprehensive insurance 
coverage, matching 401(k) employee contributions, an employee stock purchase plan, and employee 
reimbursement of work-related expenses. 


= Our wellness programs include health screenings and wellness earned premium rebates, as well as paid 
time off for vacation, illness, bereavement, parental and family care leave, and volunteer activities. 


We depend upon our key personnel to manage our business, including our senior executives, portfolio 
managers, securities analysts, investment advisers, sales personnel and other professionals. The retention of our 
key investment personnel is material to the management of our business. The departure of our key investment 
personnel could cause us to lose certain client accounts, which could adversely affect our business. 


Available Information 


Our Annual Reports on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and all 
amendments to these reports filed or furnished pursuant to Section 13(a) or 15(d) of the Exchange Act, as well as 
proxy statements, are available free of charge on our website located at www.virtus.com as soon as reasonably 
practicable after they are filed with, or furnished to, the SEC. Reports, proxy statements and other information 
regarding issuers that file electronically with the SEC, including our filings, are also available to the public on the 
SEC’s website at http://www.sec.gov. 


A copy of our Corporate Governance Principles, our Code of Conduct and the charters of our Audit 
Committee, Compensation Committee, Governance Committee and Risk and Finance Committee are posted on 
our website at http://ir.virtus.com under “Corporate Governance” and are available in print to any person who 
requests copies by contacting Investor Relations by email to: investor.relations @ virtus.com or by mail to Virtus 
Investment Partners, Inc., c/o Investor Relations, One Financial Plaza, Hartford, CT 06103. Information 
contained on the website is not incorporated by reference or otherwise considered part of this document. 


Item 1A. Risk Factors. 


This section describes some of the potential risks relating to our business. The risks described below are 
some of the more important factors that could affect our business. You should carefully consider the risks 
described below, together with all of the other information included in this Annual Report on Form 10-K, in 
evaluating the Company and our common stock. If any of the risks described below actually occur, our business, 
revenues, profitability, results of operations, financial condition, cash flows, reputation and stock price could be 
materially adversely affected. 


RISKS RELATED TO OUR INDUSTRY, BUSINESS AND OPERATIONS 


We earn substantially all of our revenues based on assets under management, which fluctuate based on 
many factors, including market conditions, investment performance and client withdrawals, and any 
reduction would reduce our revenues and profitability. 


The majority of our revenues are generated from asset-based fees from investment management products 
and services to individuals and institutions. Therefore, if assets under management decline, our fee revenues 
would decline, reducing profitability as certain of our expenses are fixed or have contractual terms. Assets under 
management could decline due to a variety of factors, including, but not limited to, the following: 


= General domestic and global economic and political conditions. Capital, equity and credit markets 
can experience substantial volatility. Changes in interest rates, the availability and cost of credit, 
inflation rates, economic uncertainty, changes in laws, trade barriers, commodity prices, currency 
exchange rates and controls, and national and international political circumstances (including wars, 
terrorist acts, pandemics, civil unrest and security operations) and other conditions may impact the 
capital, equity and credit markets which may impact our assets under management. Employment rates, 
economic weakness and budgetary challenges in parts of the world, the impact of the United 
Kingdom’s withdrawal from the European Union, uncertainty regarding international trade policies, 
regional turmoil in the Middle East, concern over prospects in China and emerging markets, growing 
debt for certain countries, and uncertainty about the consequences of governments withdrawing 
monetary stimulus all indicate that economic and political conditions remain unpredictable. 


If the security markets decline or experience volatility, our assets under management and our revenues 
could be negatively impacted. Changes in currency exchange rates, such as an increase in the value of 
the U.S. dollar relative to non-U.S. currencies, could result in a decrease in the U.S. dollar value of 
assets under management that are denominated in non-U.S. currencies. In addition, diminishing 
investor confidence in the markets and/or adverse market conditions could result in a decrease in 
investor risk tolerance. Such a decrease could prompt investors to reduce their rate of investment or to 
fully withdraw from markets, which could reduce our overall assets under management and have an 
adverse effect on our revenues, earnings and growth prospects. 


The volatility in the markets in the past has highlighted the interconnection of the global markets and 
demonstrated how the deteriorating financial condition of one institution may materially adversely 
impact the performance of other institutions. Our assets under management have exposure to many 
different industries and counterparties and may be exposed to credit, operational or other risk due to the 
default by a counterparty or client or in the event of a market failure or disruption. In the event of 
extreme circumstances, including economic, political or business crises, such as a widespread systemic 
failure in the global financial system or failures of firms that have significant obligations as 
counterparties, we may suffer significant declines in assets under management and severe liquidity or 
valuation issues. 


« Price declines in specific securities, market segments or geographic areas where those assets are 
invested. Funds and portfolios that we manage that are focused on certain geographic markets and 
industry sectors, are particularly vulnerable to political, social and economic events in those markets 
and sectors. If these markets or industries decline or experience volatility, this could have a negative 
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impact on our assets under management and our revenues. For example, certain non-U.S. markets, 
particularly emerging markets, are not as developed or as efficient as the U.S. financial markets and, as 
a result, may be less liquid, less regulated and significantly more volatile than the U.S. financial 
markets. Liquidity in such markets may be adversely impacted by factors including political or 
economic events, government policies, expropriation, volume trading limits by foreign investors, and 
social or civil unrest, etc. These factors may negatively impact the market value of an investment or 
our ability to dispose of it. 


= Any real or perceived negative absolute or relative performance. Sales and redemptions of our 
investment strategies can be affected by investment performance relative to other competing 
investment strategies or to established benchmarks. Our investment management strategies are rated, 
ranked or assessed by independent third-parties, distribution partners and industry periodicals and 
services. These assessments often influence the investment decisions of clients. If the performance or 
assessment of our investment strategies is seen as underperforming relative to peers, it could result in 
an increase in the withdrawal of assets by existing clients and the inability to attract additional 
investments from existing and new clients. Certain of our investment strategies have capacity 
constraints, as there is a limit to the number of securities available for the strategy to operate 
effectively. In those instances, we may choose to limit access to new or existing investors. 


« Changes in interest rates. Increases in interest rates from their historically low levels may adversely 
affect the net asset values of our assets under management. Furthermore, increases in interest rates may 
result in reduced prices in equity markets. Conversely, decreases in interest rates could lead to outflows 
in fixed income assets that we manage as investors seek higher yields. 


We may engage in significant strategic transactions that may not achieve the expected benefits or could 
expose us to additional or increased risks. 


We regularly review, and from time to time have discussions on and engage in, potential significant 
transactions, including acquisitions, consolidations, joint ventures, strategic partnerships, or similar transactions, 
some of which may be material. We cannot provide assurance that we will be successful in negotiation of the 
required agreements, closing transactions after signing such agreements, or achieving expected financial benefits, 
including such things as revenue or cost synergies. 


Any strategic transaction may also involve a number of other risks, including additional demands on our 
staff, unanticipated problems regarding integration of operating facilities, technologies and new employees, and 
the existence of liabilities or contingencies not disclosed to, or otherwise unknown by, us prior to closing a 
transaction. In addition, any business we acquire may underperform relative to expectations or may lose 
customers or employees. 


Our business, results of operations and financial condition could be negatively affected by the ongoing 
effects of the COVID-19 pandemic and associated global economic disruption and uncertainty. 


Our results of operations are affected by certain economic factors, including the condition of the securities 
markets. The global financial markets, including the capital, equity and credit markets, have been challenged in 
reaction to the COVID-19 pandemic and its related economic impact. Although there are effective vaccines for 
COVID-19 that have been approved for use, distribution of the vaccines did not begin until late 2020, and a 
majority of the public will likely not have access to a vaccination until sometime in 2021. In addition, new strains 
of the virus appear to have increased transmissibility, which could complicate treatment and vaccination 
programs. Accordingly, the broader implications of the COVID-19 pandemic on our results of operations and 
overall financial performance remain uncertain and, to the extent the financial markets experience challenges, we 
may suffer declines in our assets under management, which will adversely affect our revenues and earnings, and 
the fair value of our investments. Although we believe we have sufficient liquidity and capital resources to 
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effectively continue operations for the foreseeable future, deterioration of worldwide credit and financial markets 
may limit our ability to raise capital and financing may not be available to us in sufficient amounts, on acceptable 
terms, or at all. If we are unable to access sufficient capital on acceptable terms, our business could be adversely 
impacted. 


In an effort to protect the health and safety of our employees, we implemented various measures to reduce 
the impact of COVID-19 across our organization, while also maintaining business continuity. Consistent with 
government guidelines and mandates, these initiatives included the adoption of social distancing policies, 
work-at-home arrangements, and suspending employee travel. Currently, the majority of our employees are 
working remotely from home in an effort to reduce the spread of the virus and maintain the health and safety of 
our employees. While our work from home efforts have been successful to date, operating remotely for an 
extended period could result in operational challenges, strain our technology resources and/or expose us to an 
increased number of cybersecurity threats. A decline in the health and safety of our employees, including key 
employees, or material disruptions to their ability to work remotely, including power or Internet outages or 
electronic systems failures, could negatively affect our ability to operate our business normally and have a 
material adverse impact on our results of operations or financial condition. 


Additionally, many of the key service providers and vendors upon which we rely also have transitioned to 
remote work environments pursuant to business continuity plans. While, to date, the effects of COVID-19 have 
not had a material negative impact on the services they provide to us, or, we believe, their business operations or 
service levels, to the extent that the COVID-19 virus continues to spread and affect the employee base or 
operations of our service providers, disruptions in or the inability to provide services to us could negatively 
impact our business operations. 


Our investment advisory agreements are subject to renegotiation or termination on short notice, which 
could negatively impact our business. 


Our clients include our sponsored mutual fund investors, that are represented by boards of directors, 
managed account program sponsors, private clients and institutional clients. Our investment management 
agreements with these clients may be terminated on short notice and without penalty. As a result, there would be 
little impediment for these clients or sponsors to terminate our agreements. Our clients may renegotiate their 
investment contracts, or reduce the assets we manage for them, due to a number of reasons including, but not 
limited to: poor investment performance; loss of key investment personnel; a change in the client’s or third-party 
distributors decision makers; and reputational, regulatory or compliance issues. The board of directors of our 
sponsored funds may deem it to be in the best interests of a fund’s shareholders to make decisions adverse to us, 
such as reducing the compensation paid to us, requesting that we subsidize fund expenses over certain thresholds, 
or imposing restrictions on our management of the fund. Under the Investment Company Act, investment 
advisory agreements automatically terminate in the event of an assignment, which may occur if, among other 
events, the Company undergoes a change in control, such as any person acquiring 25% of the voting rights of our 
common stock. If an assignment were to occur, we cannot be certain that the funds’ board of directors and 
shareholders would approve a new investment advisory agreement. In addition, investment advisory agreements 
for separate accounts we manage may not be assigned without the consent of the client. If an assignment occurs, 
we cannot be certain that the Company will be able to obtain the necessary approvals or client consents. The 
withdrawal, renegotiation or termination of any investment management contract relating to a material portion of 
assets under management would have an adverse impact on our results of operations and financial condition. 


Our business could be harmed by any damage to our reputation and lead to a reduction in our revenues and 
profitability. 


Maintaining a positive reputation with existing and potential clients, the investment community and other 
constituencies is critical to our success. Our reputation is vulnerable to many threats that can be difficult or 
impossible to control, and costly or impossible to remediate even if they are without merit or satisfactorily 
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addressed. Our reputation may be impacted by many factors including, but not limited to, poor performance; 
litigation; conflicts of interests; regulatory inquiries, investigations or findings; operational failures (including 
cyber breaches); intentional or unintentional misrepresentation of our products or services by us or our third party 
service providers; material weaknesses in our internal controls; or employee misconduct or rumors. Any damage 
to our reputation could impede our ability to attract and retain clients and key personnel, adversely impact 
relationships with clients, third-party distributors and other business partners, and lead to a reduction in the 
amount of our assets under management, any of which could adversely affect our results of operations and 
financial condition. 


Our debt agreements contain covenants, required principal repayments and other provisions that could 
adversely affect our financial position or results of operations 


We incur indebtedness for a variety of business reasons, including in relation to financing acquisitions. The 
indebtedness we incur can take many forms including, but not limited to, term loans or revolving lines of credit 
that customarily contain covenants. 


At December 31, 2020, the Company had $205.7 million of total debt outstanding under its credit 
agreement, excluding debt of consolidated investment products (“CIP”), and had no borrowings outstanding 
under its $100.0 million credit facility. Under our credit agreement, we are required to use a portion of our cash 
flow to service interest and make required annual principal payments, which will restrict our cash flow available 
to pursue business growth opportunities. The credit agreement also contains covenants that limit our ability to 
return capital to shareholders. In addition, our indebtedness may make it more difficult for us to withstand or 
respond to adverse or changing business, regulatory and economic conditions. We cannot provide assurances that 
at all times in the future we will satisfy all such covenants or obtain any required waiver or amendment, in which 
event all indebtedness could become immediately due. Any or all of the above factors could materially adversely 
affect our financial position or results of operations. 


Our business relies on the ability to attract and retain key employees, and the loss of such employees could 
negatively affect our financial performance. 


The success of our business is dependent to a large extent on our ability to attract and retain key employees, 
such as senior executives, portfolio managers, securities analysts and sales personnel. Competition in the job 
market for these professionals is generally intense, and compensation levels in the industry are highly 
competitive. Our industry is also characterized by the movement of investment professionals among different 
firms. 


If we are unable to continue to attract and retain key employees, or if compensation costs required to attract 
and retain key employees increase, our performance, including our competitive position, could be materially 
adversely affected. Additionally, we utilize Company equity awards as part of our compensation plans and as a 
means for recruiting and retaining key employees. Declines in our stock price could result in deterioration of the 
value of equity awards granted, thus lessening the effectiveness of using stock-based awards to retain key 
employees. 


In certain circumstances, the departure of key investment personnel could cause higher redemption rates in 
certain strategies or the loss of certain client accounts. Any inability to retain key employees, attract qualified 
employees or replace key employees in a timely manner could lead to a reduction in the amount of our assets 
under management, which could have a material adverse effect on our revenues and profitability. In addition, 
there could be additional costs to replace, retain or attract new talent that could result in a decrease in our 
profitability and have an adverse impact on our results of operations and financial condition. 
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We operate in a highly competitive industry that may require us to reduce our fees, or increase amounts 
paid to financial intermediaries, which could result in a reduction of our revenues and profitability. 


We face significant competition from a wide variety of financial institutions, including other investment 
management companies, as well as from proprietary products offered by our distribution partners such as banks, 
broker-dealers and financial planning firms. Competition in our businesses is based on several factors, including 
investment performance, fees charged, access to distribution channels and service to financial advisers. Our 
competitors, many of which are larger than we are, often offer similar products, use the same distribution 
sources, offer less expensive products, maintain greater access to key distribution channels, and have greater 
resources, geographic footprints and name recognition than we do. Additionally, certain products and asset 
classes that we do not currently offer, such as passive or index-based products, are popular with investors. 
Existing clients may withdraw their assets in order to invest in these products, and we may be unable to attract 
additional investments from existing and new clients, which would lead to a decline in our assets under 
management and market share. 


Our profits are highly dependent on the fees charged for our products and services. In recent years, there has 
been a trend in certain segments of our markets toward lower fees and lower-fee products, such as passive 
products. Competition could cause us to reduce the fees that we charge. In order to maintain appropriate fee 
levels in a competitive environment, we must provide clients with investment products and services they view as 
appropriate in relation to the fees charged. If our clients, including our fund boards, were to view our fees as 
being high relative to the market or the returns provided by our investment products, we may choose, or be 
required to, reduce our fee levels or we may experience significant redemptions in our assets under management, 
which could have an adverse impact on our results of operations and financial condition. 


We utilize unaffiliated firms to provide investment management services, and any matters that adversely 
impact them, or any change in our relationships with them, could lead to a reduction in assets under 
management, which would adversely affect our revenues and profitability. 


We utilize unaffiliated subadvisers as investment managers for certain of our retail products, and we have 
licensing arrangements with unaffiliated data providers. Because we typically have no ownership interests in 
these unaffiliated firms, we do not control their business activities. Problems stemming from the business 
activities of these unaffiliated firms may negatively impact or disrupt their operations or expose them to 
disciplinary action or reputational harm. Furthermore, any such matters at these unaffiliated firms may have an 
adverse impact on our business or reputation or expose us to regulatory scrutiny, including with respect to our 
oversight of such firms. 


We periodically negotiate provisions and renewals of these relationships, and we cannot provide assurance 
that such terms will remain acceptable to us or the unaffiliated firms. These relationships can also be terminated 
upon short notice without penalty. In addition, the departure of key employees at unaffiliated subadvisers firms 
could cause higher redemption rates for certain assets under management and/or the loss of certain client 
accounts. An interruption or termination of unaffiliated firm relationships could affect our ability to market our 
products and result in a reduction in assets under management, which could have an adverse impact on our 
results of operations and financial condition. 


We distribute our products through intermediaries and changes in key distribution relationships could 
reduce our revenues, increase our costs and adversely affect our profitability. 


Our primary source of distribution for retail products is through intermediaries that include third-party 
financial institutions, such as: major wire-houses; national, regional and independent broker-dealers and financial 
advisors; banks and financial planners; and registered investment advisers. Our success is highly dependent on 
access to these various distribution systems. These distributors are generally not contractually required to 
distribute our products and typically offer their clients various investment products and services, including 
proprietary products and services, in addition to, and in competition with, our products and services. While we 
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compensate these intermediaries for selling our products and services pursuant to contractual agreements, we 
may not be able to retain access to these channels at all or at similar pricing. Increasing competition for these 
distribution channels could cause our distribution costs to rise, which could have a material adverse effect on our 
business, revenues and profitability. To the extent that existing or future intermediaries prefer to do business with 
our competitors, the sales of our products as well as our market share, revenues and profitability could decline. 


We and our third-party service providers rely on numerous technology systems, and any temporary business 
interruption, security breach or system failure could negatively impact our business and profitability. 


Our technology systems, and those of third-party service providers, are critical to our operations. The ability 
to consistently and reliably obtain accurate securities pricing information, process client portfolio and fund 
shareholder transactions, and provide reports and other customer service to fund shareholders and clients in other 
accounts managed by us is an essential part of our business. Any delays or inaccuracies in obtaining pricing 
information, processing such transactions or reports, other breaches and errors, and any inadequacies in other 
customer service could result in reimbursement obligations or other liabilities or alienate customers and 
potentially give rise to claims against us. Our customer service capability, as well as our ability to obtain prompt 
and accurate securities pricing information and to process transactions and reports, is highly dependent on third- 
party service providers’ information systems. Any failure or interruption of those systems, whether resulting 
from technology or infrastructure breakdowns, defects or external causes such as fire, natural disaster, computer 
viruses, acts of terrorism or power disruptions, could result in financial loss, negatively impact our reputation and 
negatively affect our ability to do business. Although we, and our third-party service providers, have disaster 
recovery plans in place, we may nonetheless experience interruptions if a natural or man-made disaster or 
prolonged power outage were to occur, which could have an adverse impact on our results of operations and 
financial condition. 


In addition, like other companies, our computer systems are regularly subject to, and expected to continue to 
be the target of, computer viruses or other malicious codes, unauthorized access, cyber-attacks or other 
computer-related penetrations. The sophistication of cyber threats continues to increase, and any controls we put 
in place and preventative actions we take to reduce the risk of cyber incidents and protect our information 
systems may be insufficient to detect or prevent unauthorized access, cyber-attacks or other security breaches to 
our computer systems or those of third parties with whom we do business. A breach of our technology systems, 
or of those of third parties with whom we do business, through cyber-attacks or failure to manage and secure our 
technology environment could result in interruptions or malfunctions in the operations of our business, loss of 
valuable information, liability for stolen assets or information, remediation costs to repair damage caused by a 
breach or to recover access to our systems, additional costs to mitigate against future incidents, and litigation 
costs resulting from an incident. 


We and certain of our third-party vendors receive and store personal information as well as non-public 
business information. Although we and our third-party vendors take precautions, we may still be vulnerable to 
hacking or other unauthorized use. A breach of the systems or hardware could result in unauthorized access to 
our proprietary business or client data or release of this type of data, which could subject us to legal liability or 
regulatory action under data protection and privacy laws, which may result in fines or penalties, the termination 
of existing client contracts, costly mitigation activities and harm to our reputation. The occurrence of any of these 
risk could have an adverse impact on our results of operations and financial condition. 


We have significant Company assets invested in marketable securities, which exposes us to earnings 
volatility as the value of these investments fluctuate, as well as risk of capital loss. 


We use capital to incubate new investment strategies and make investments to introduce new products or 
enhance distribution access of existing products. At December 31, 2020, the Company had $135.4 million of 
such investments, comprising $36.2 million of marketable securities and $99.2 million of net interests in CIP. 
The Company also had $65.3 million of net investments in CLOs. These investments are in a variety of asset 
classes, including alternative, fixed income and equity strategies including first loss tranches of CLO equity. 
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Many of these investments employ a long-term investment strategy and entail an optimal investment period 
spanning several years. Accordingly, during this investment period, the Company’s capital utilized in these 
investments may not be available for other corporate purposes, or if required for alternative corporate purposes 
without significantly diminishing our invested capital or our investment return. We cannot provide assurance that 
these investments will perform as expected. Moreover, increases or decreases in the value of these investments 
will increase the volatility of our earnings, and an other than temporary or permanent decline in the value of these 
investments would result in the loss of capital and have an adverse impact on our results of operations and 
financial condition. 


We may need to obtain additional capital in the future that may not be available to us in sufficient amounts 
or on acceptable terms, which could have an adverse impact on our business. 


Our ability to meet our future cash needs is dependent upon our ability to generate cash. Although we have 
generated sufficient cash in the past, we may not do so in the future. The Company also had $100.0 million of 
unused capacity under our credit facility. Also at December 31, 2020, we had $205.7 million in debt outstanding, 
excluding the notes payable of our CIP for which risk of loss to the Company is limited to our $65.3 million 
investment in such products. See Note 19 of our consolidated financial statements for additional information on 
the notes payable of the CIP. Our ability to access capital markets efficiently depends on a number of factors, 
including the state of credit and equity markets, interest rates and credit spreads. We may need to raise capital to 
fund new business initiatives in the future, and financing may not be available to us in sufficient amounts, on 
acceptable terms, or at all. If we are unable to access sufficient capital on acceptable terms, our business could be 
adversely impacted. 


LEGAL AND REGULATORY RISKS 


We are subject to an extensive and complex regulatory environment, and changes in regulations or failure 
to comply with them could adversely affect our revenues and profitability. 


The investment management industry in which we operate is subject to extensive and frequently changing 
regulation. We are regulated by the SEC under the Exchange Act, the Investment Company Act and the 
Investment Advisers Act, and we are subject to regulation by the Commodities Futures Trading Commission 
under the Commodities Exchange Act. The Central Bank of Ireland regulates our global funds (UCITS) and has 
approved the Company entities that advise these funds. We are also regulated by FINRA, the Department of 
Labor under the Employee Retirement Income Security Act of 1974, as amended (“ERISA”), as well as other 
federal and state laws and regulations. 


Although we spend extensive time and resources to ensure compliance with all applicable laws and 
regulations, if we fail to properly modify and update our compliance procedures in a timely manner in this 
changing and highly complex regulatory environment, we may be subject to various legal proceedings, including 
civil litigation, governmental investigations and enforcement actions that could result in fines, penalties, 
suspensions of individual employees, or limitations on particular business activities, any of which could have an 
adverse impact on our results of operations and financial condition. 


We manage assets under agreements that have investment guidelines or other contractual requirements and 
failure to comply could result in claims, losses or regulatory sanctions, which could negatively impact our 
revenues and profitability. 


The agreements under which we manage client assets often have established investment guidelines or other 
contractual requirements with which we are required to comply in providing our investment management 
services. Although we maintain various compliance procedures and other controls to prevent, detect and correct 
such errors, any failure or allegation of a failure to comply with these guidelines or other requirement could 
result in client claims, reputational damage, withdrawal of assets and potential regulatory sanctions, any of which 
could have an adverse impact on our results of operations and financial condition. 
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We could be subject to civil litigation and government investigations or proceedings, which could adversely 
affect our business. 


Many aspects of our business involve substantial risks of liability, and there have been substantial 
incidences of litigation and regulatory investigations in the financial services industry in recent years, including 
customer claims as well as class action suits seeking substantial damages. From time to time, we and/or our funds 
may be named as defendants or co-defendants in lawsuits or be involved in disputes that involve the threat of 
lawsuits seeking substantial damages. We and/or our funds are also involved from time to time in governmental 
and self-regulatory organization investigations and proceedings. See Item 3. “Legal Proceedings” for further 
description of the Company’s litigation matters. 


Any lawsuits, investigations or proceedings could result in reputational damage, loss of clients and assets, 
settlements, awards, injunctions, fines, penalties, increased costs and expenses in resolving a claim, diversion of 
employee resources and resultant financial losses. Predicting the outcome of such matters is inherently difficult, 
particularly where claims are brought on behalf of various classes of claimants or by a large number of claimants, 
when claimants seek substantial or unspecified damages, or when investigations or legal proceedings are at an 
early stage. A substantial judgment, settlement, fine or penalty could be material to our operating results or cash 
flows for a particular period, depending on our results for that period, or could cause us significant reputational 
harm, which could harm our business prospects. 


We depend to a large extent on our business relationships and our reputation to attract and retain clients. As 
a result, allegations of improper conduct by private litigants, including investors in our funds, or regulators, 
whether the ultimate outcome is favorable or unfavorable to us, as well as negative publicity and press 
speculation about us, our investment activities or the asset management industry in general, whether or not valid, 
may harm our reputation, which may be more damaging to our business than to other types of businesses. We 
may incur substantial legal expenses in defending against proceedings commenced by a client, regulatory 
authority or other private litigant. Substantial legal liability levied on us could cause significant reputational harm 
and have an adverse impact on our results of operations and financial condition. 


We are subject to multiple tax jurisdictions and any changes in tax laws or unanticipated tax obligations 
could have an adverse impact on our financial condition, results of operations and cash flow. 


We are subject to income taxes as well as non-income-based taxes, and are subject to ongoing tax audits, in 
various jurisdictions in which we operate. Tax authorities may disagree with certain positions we have taken 
which may result in the assessment of additional taxes. We regularly assess the appropriateness of our tax 
positions and reporting. We cannot provide assurance, however, that we will accurately predict the outcomes of 
audits, and the actual outcomes of these audits could be unfavorable. Any changes to tax laws could impact our 
estimated effective tax rate and overall tax expense and could result in adjustments to our treatment of deferred 
taxes, including the realization or value thereof, which could have an adverse effect on our business, financial 
condition and results of operations. In addition, our ability to use net operating loss carryforwards and other tax 
attributes available to us will be dependent on our ability to generate taxable income. 


RISKS RELATED TO OWNERSHIP OF OUR COMMON STOCK 


We have a large amount of our common stock concentrated with a small number of shareholders, which 
could increase the volatility in our stock trading and affect our share price. 


A large percentage of our common stock is held by a limited number of shareholders. If our larger 
shareholders decide to liquidate their positions, it could cause significant fluctuation in the share price of our 
common stock. Public companies with a relatively concentrated level of institutional shareholders, such as we 
have, often have difficulty generating trading volume in their stock, which may increase the volatility in the price 
of our common stock. 
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We may not pay quarterly dividends as intended or at all. 


The declaration, payment and determination of the amount of our quarterly dividends may change at any 
time. In making decisions regarding our quarterly dividends, we consider general economic and business 
conditions as well as our strategic plans and prospects, business and investment opportunities, financial condition 
and operating results, working capital requirements and anticipated cash needs, contractual and regulatory 
restrictions (including under the terms of our credit agreement) and other obligations, that may have implications 
on the payment of distributions by us to our shareholders or by our subsidiaries to us, and such other factors as 
we may deem relevant. Our ability to pay dividends in excess of our current quarterly dividends is subject to 
restrictions under the terms of our credit agreement. We cannot make any assurances that any dividends whether 
quarterly or otherwise will continue to be paid in the future. 


We have corporate governance provisions that may make an acquisition of us more difficult. 


Certain provisions of our certificate of incorporation and bylaws could discourage, delay or prevent a 
merger, acquisition or other change in control that stockholders may consider favorable, including transactions in 
which stockholders might otherwise receive a premium for their shares. These provisions also could limit the 
price that investors might be willing to pay in the future for shares of our common stock, thereby depressing the 
market price of our common stock. Stockholders who wish to participate in these transactions may not have the 
opportunity to do so. In addition, the provisions of Section 203 of the Delaware General Corporation Law also 
restrict certain business combinations with interested stockholders. 


GENERAL RISK FACTORS 
Our insurance policies may not cover all losses and costs to which we may be exposed. 


We carry insurance in amounts and under terms that we believe are appropriate. Our insurance may not 
cover all liabilities and losses to which we may be exposed. Certain insurance coverage may not be available or 
may be prohibitively expensive in future periods. As our insurance policies come up for renewal, we may need to 
assume higher deductibles or pay higher premiums, which could have an adverse impact on our results of 
operations and financial condition. 


We have goodwill and intangible assets on our balance sheet that could become impaired. 


Our goodwill and indefinite-lived intangible assets are subject to annual impairment reviews. We also have 
definite-lived intangible assets that are subject to impairment testing if indicators of impairment are identified. A 
variety of factors could cause the carrying values to become impaired, which would adversely affect our results 
of operations. 
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SPECIAL NOTE ABOUT FORWARD-LOOKING STATEMENTS 


This Annual Report on Form 10-K contains statements that are, or may be considered to be, forward- 
looking statements within the meaning of The Private Securities Litigation Reform Act of 1995, as amended, 
Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities Exchange Act of 1934, 
as amended (the “Exchange Act’’). All statements that are not historical facts, including statements about our 
beliefs or expectations, are “forward-looking statements.” These statements may be identified by such forward- 
looking terminology as “expect,” “estimate,” “intent,” “plan,” “intend,” “believe,” “anticipate,” “may,” “will,” 
“should,” “could,” “continue,” “project,” “opportunity,” “predict,” “would,” “potential,” “future,” “forecast,” 
“guarantee,” “assume,” “likely,” “target” or similar statements or variations of such terms. 


99 66 99 66. 29 Ges 99 66. 29 66 


99 66 


Our forward-looking statements are based on a series of expectations, assumptions and projections about the 
Company and the markets in which we operate, are not guarantees of future results or performance, and involve 
substantial risks and uncertainty, including assumptions and projections concerning our assets under 
management, net asset inflows and outflows, operating cash flows, business plans and ability to borrow, for all 
future periods. All forward-looking statements contained in this Annual Report on Form 10-K are as of the date 
of this Annual Report on Form 10-K only. 


We can give no assurance that such expectations or forward-looking statements will prove to be correct. 
Actual results may differ materially. We do not undertake or plan to update or revise any such forward-looking 
statements to reflect actual results, changes in plans, assumptions, estimates or projections, or other 
circumstances occurring after the date of this Annual Report on Form 10-K, even if such results, changes or 
circumstances make it clear that any forward-looking information will not be realized. If there are any future 
public statements or disclosures by us that modify or impact any of the forward-looking statements contained in 
or accompanying this Annual Report on Form 10-K, such statements or disclosures will be deemed to modify or 
supersede such statements in this Annual Report on Form 10-K. 


Our business and our forward-looking statements involve substantial known and unknown risks and 
uncertainties, including those discussed under “Risk Factors” and “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” in this Annual Report on Form 10-K, resulting from: (i) a 
reduction in our assets under management; (11) inability to achieve expected acquisition-related benefits; and 
other risks and uncertainties; (iii) the on-going effects of the COVID-19 pandemic and associated global 
economic disruptions; (iv) withdrawal, renegotiation or termination of investment advisory agreements; 

(v) damage to our reputation; (vi) inability to satisfy financial covenants or make debt payments; (vii) inability to 
attract and retain key personnel; (viii) challenges from competition; (ix) adverse developments related to 
unaffiliated subadvisers; (x) negative implications of changes in key distribution relationships; (xi) interruptions 
in or failure to provide critical technological service by us or third parties; (xii) losses on our investments; 

(xiii) lack of sufficient capital on satisfactory terms; (xiv) adverse regulatory and legal developments; (xv) failure 
to comply with investment guidelines or other contractual requirements; (xvi) adverse civil litigation and 
government investigations or proceedings; (xvii) unfavorable changes in tax laws or limitations; (xviii) volatility 
in the trading of our common stock; (xix) inability to make quarterly common stock dividend payments; 

(xx) losses or costs not covered by insurance; (xxi) impairment of goodwill or intangible assets; and other risks 
and uncertainties. Any occurrence of, or any material adverse change in, one or more risk factors or risks and 
uncertainties referred to in this Annual Report on Form 10-K and our other periodic reports filed with the SEC 
could materially and adversely affect our operations, financial results, cash flows, prospects and liquidity. 


Certain other factors that may impact our continuing operations, prospects, financial results and liquidity, or 
that may cause actual results to differ from such forward-looking statements, are discussed or included in the 
Company’s periodic reports filed with the SEC and are available on our website at www.virtus.com under 
“Investor Relations.” You are urged to carefully consider all such factors. 
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Item 1B. Unresolved Staff Comments. 


None. 


Item 2. Properties. 


We lease our principal offices, which are located at One Financial Plaza, Hartford, CT 06103. In addition, 
we lease office space in California, Connecticut, Florida, Georgia, Illinois, New Jersey and New York. 


Item 3. Legal Proceedings. 


The information set forth in response to Item 103 of Regulation S-K under “Legal Proceedings” is 
incorporated by reference from Part II, Item 8. “Financial Statements and Supplementary Data,” Note 11 
“Commitments and Contingencies” of this Annual Report on Form 10-K. 


Item 4. Mine Safety Disclosures. 


Not applicable. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of 
Equity Securities. 


Our common stock is traded on the NASDAQ Global Market under the trading symbol “VRTS.” As of 
February 12, 2021, we had 7,583,557 shares of common stock outstanding that were held by approximately 
45,000 holders of record. 


In making decisions regarding our quarterly dividend, we consider general economic and business 
conditions, our strategic plans and prospects, our businesses and investment opportunities, our financial condition 
and operating results, working capital requirements and anticipated cash needs, contractual restrictions and 
obligations, legal, tax, regulatory and other restrictions that may have implications on the payment of 
distributions by us to our common shareholders or by our subsidiaries to us, and such other factors as we may 
deem relevant. We cannot provide any assurances that any distributions, whether quarterly or otherwise, will 
continue to be paid in the future. 


On February 3, 2020, 1,150,000 shares of mandatory convertible preferred stock (“MCPS”) converted to 
912,870 shares of the Company’s common stock. Each share of MCPS converted to 0.7938 shares of common 
stock at a conversion price of $125.97 per share, subject to customary anti-dilution adjustments. The number of 
shares of common stock issued upon conversion was determined based on the volume-weighted average price per 
share of our common stock over the 20 consecutive trading day period beginning on, and including, the 22nd 
scheduled trading day immediately preceding the mandatory conversion date. 


On February 24, 2021, our Board of Directors declared a quarterly cash dividend of $0.82 per common 
share to be paid on May 14, 2021 to shareholders of record at the close of business on April 30, 2021. 


Issuer Purchases of Equity Securities 


As of December 31, 2020, an aggregate of 4,930,045 shares of our common stock had been authorized to be 
repurchased under the share repurchase program originally approved by our Board of Directors in 2010, and 
722,642 shares remain available for repurchase. Under the terms of the program, we may repurchase shares of 
our common stock from time to time at our discretion through open market repurchases, privately negotiated 
transactions and/or other mechanisms, depending on price and prevailing market and business conditions. The 
program, which has no specified term, may be suspended or terminated at any time. 


During the year ended December 31, 2020, we repurchased a total of 279,796 common shares for 
approximately $32.5 million. The following table sets forth information regarding our share repurchases in each 
month during the quarter ended December 31, 2020: 


Total number of shares © Maximum number of 
purchased as part of shares that may yet be 


Total number of Average price publicly announced purchased under the 
Period shares purchased paid per share(1) plans or programs (2) _ plans or programs (2) 
October 1—31, 2020........... 3,545 $159.23 3,545 759,173 
November 1—30, 2020......... 21,076 $178.27 21,076 738,097 
December 1—31, 2020 ......... 15,455 $205.56 15,455 722,642 
Ota, ae disitienaenaeaaiereaaaeos 40,076 40,076 


(1) Average price paid per share is calculated on a settlement basis and excludes commissions. 
(2) The share repurchases above were completed pursuant to a program announced in the fourth quarter of 2010 
and most recently increased in May 2020. This repurchase program is not subject to an expiration date. 


Aik 


There were no unregistered sales of equity securities during the fourth quarter of fiscal 2020. Shares of our 
common stock purchased by participants in our Employee Stock Purchase Plan were delivered to participant 
accounts via open market purchases at fair value by the third-party administrator under the plan. We do not 
reserve shares for this plan or discount the purchase price of the shares. 


Item 6. Selected Financial Data. 


The following table sets forth our selected consolidated financial and other data at the dates and for the 
periods indicated. The selected financial data should be read in conjunction with “Management’s Discussion and 
Analysis of Financial Condition and Results of Operations” and our consolidated financial statements and the 
notes thereto appearing elsewhere in this Annual Report on Form 10-K. 


(in thousands, except per share data) 2020 (1) 
Results of Operations 
Revenues ........ 0... cece eee $ 603,896 
Operating expenses .................004. 460,732 
Operating income (loss) .................. 143,164 
Income tax expense (benefit) .............. 43,935 
Net income (loss) ........... 0000 eee eee 119,963 
Net income (loss) attributable to common 

stockholders ......... 0.0.00 cece eens 79,957 
Earnings (loss) per share—basic ........... 10.49 
Earnings (loss) per share—diluted .......... 10.02 
Cash dividends declared per preferred 

SHALE os és arene eevee Gee. de a Gates a GaakmeA — 
Cash dividends declared per common share .. 2.98 
(in thousands) 2020 (1) 
Balance Sheet Data 
Cash and cash equivalents ................ $ 246,511 
INVESEMENS 5.5 38. bey oda deed Fh oO do 64,944 
Investments of CIP ..................005. 2,333,277 
Goodwill and other intangible assets, net .... 570,630 
‘Total assets o..6d05 406% bocce ee Se eee edi 3,466,943 
Accrued compensation and benefits ......... 122,514 
DED o44 sis sde tetas dnd crak ee duns ou 201,212 
Notes payable of CIP .................05. 2,190,445 
Potal habulattes:, « cso. de eee erased cb tbd 2,630,490 
Redeemable noncontrolling interests ........ 115,513 
Mandatory convertible preferred stock ...... — 
WOtal CQUITY: ssc 0 ae 2 bes wae pen etea ace AS dd 720,940 
(in millions) 2020 
Assets Under Management 
Total assets under management ............ $ 132,194 
Total long-term assets under management .... $ 130,706 


Years Ended December 31, 
2019 (1) 2018 (1) 2017 (2) 2016 (2) 
$ 563,246 $ 552,235 $ 425,607 $322,554 
438,536 439,136 367,572 271,740 
124,710 113,099 58,035 50,814 
35,177 32,961 40,490 21,044 
105,508 76,080 39,939 48,763 
87,312 67,192 28,676 48,502 
12.54 9.37 4.09 6.34 
11.74 8.86 3.96 6.20 
725 7.25 7.25 — 
2.44 2.00 1.80 1.80 
As of December 31, 
2019 (1) 2018 (2) 2017 (2) 2016 (2) 
$ 221,781 $ 201,705 $ 132,150 $ 64,588 
83,206 79,558 108,492 89,371 
2,030,110 1,749,568 1,597,752 489,042 
600,757 629,178 472,107 45,215 
3,204,634 2,870,535 2,590,799 824,388 
101,377 93,339 86,658 47,885 
277,839 329,184 248,320 30,000 
1,834,535 1,620,260 1,457,435 328,761 
2,454,532 2,169,187 1,981,397 465,449 
63,845 57,481 4,178 37,266 
110,843 110,843 110,843 — 
686,257 643,867 605,224 321,673 
As of December 31, 
2019 2018 2017 2016 


$ 108,904 $ 92,030 $ 90,963 $ 45,366 
$ 107,726 $ 90,417 $ 88,835 $ 45,366 


(1) Derived from audited consolidated financial statements included elsewhere in this Annual Report on 


Form 10-K. 


(2) Derived from audited consolidated financial statements not included in this Annual Report on Form 10-K. 
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Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations. 
Overview 
Our Business 


We provide investment management and related services to individuals and institutions. We use a multi- 
manager, multi-style approach, offering investment strategies from affiliated managers, each having its own 
distinct investment style, autonomous investment process and individual brand. By offering a broad array of 
products, we believe we can appeal to a greater number of investors and have offerings across market cycles and 
through changes in investor preferences. Our earnings are primarily driven by asset-based fees charged for 
services relating to these various products, including investment management, fund administration, distribution 
and shareholder services. 


We offer investment strategies for individual and institutional investors in different product structures and 
through multiple distribution channels. Our investment strategies are available in a diverse range of styles and 
disciplines, managed by a collection of differentiated investment managers. We have offerings in various asset 
classes (equity, fixed income and alternative), geographies (domestic, international and emerging), market 
capitalizations (large, mid and small), styles (growth, core and value) and investment approaches (fundamental, 
quantitative and thematic). Our retail products include open-end funds and exchange traded funds (“ETFs”’) as 
well as closed-end funds and retail separate accounts. Our institutional products are offered through separate 
accounts and pooled or commingled structures to a variety of institutional clients. We also provide subadvisory 
services to other investment advisers and serve as the collateral manager for structured products. 


We distribute our open-end funds and ETFs principally through financial intermediaries. We have broad 
distribution access in the retail market, with distribution partners that include national and regional broker- 
dealers, independent broker-dealers and registered investment advisers, banks and insurance companies. In many 
of these firms, we have a number of products that are on preferred “recommended” lists and on fee-based 
advisory programs. Our sales efforts are supported by regional sales professionals, a national account relationship 
group, and separate teams for ETFs and the retirement and insurance channels. We leverage third-party 
distributors for offshore products and in certain international jurisdictions. Our retail separate accounts are 
distributed through financial intermediaries and directly to private clients by teams at an affiliated manager. 


Our institutional services are marketed through relationships with consultants as well as directly to clients. 
We target key market segments, including foundations and endowments, corporate, public and private pension 
plans, and subadvisory relationships. 


Market Developments 


The financial markets have a significant impact on the value of our assets under management and on the 
level of our sales and net flows. The capital and financial markets could experience fluctuation, volatility and 
declines as they have in the past, which could impact investment returns and asset flows of our investment 
products as well as in investor choices and preferences among investment products. The changes in our assets 
under management may also be affected by the factors discussed in Item 1A. “Risk Factors” of this Annual 
Report on Form 10-K. 


During 2020, the novel coronavirus global pandemic (“COVID-19”) significantly impacted the global 
economy and financial markets, creating uncertainty, market volatility and dislocation. In an effort to contain 
COVID-19 in the U.S., or slow its spread, the federal government and nearly every state enacted varying degrees 
of social containment measures, restricting business and related activities, closing borders, and restricting travel. 
Governments around the world responded to the impact of COVID-19 with economic stimulus measures. These 
measures are intended to support businesses, employees and consumers until economic activities recover. 
Financial markets experienced significant declines during the first quarter of 2020 and volatility in subsequent 
quarters, although certain markets, including domestic equity securities, experienced recoveries that more than 
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offset the first quarter decline. Despite the general recovery of the financial markets, particularly domestic equity 
securities, since the first quarter of 2020, the economy has been slower to recover. The timing and magnitude of 
the economic recovery, as well as the sustainability of the financial markets recovery, continues to be uncertain. 


The U.S. and global equity markets increased in value in 2020, as evidenced by increases in major indices as 
noted in the following table: 


As of 
December 31, Change 

Index 2020 2019 % 

MSGI World Index sc. ss csce fos atthe spac geht othe a, ae acaeal ade caied SS enacl dp ach castandaesnd bideees aude 2,690 2,358 14.1% 
Standard: & Poor's 500 Index. «2.0 cos ince cea eg hevse daa deed dot rae beara be bleed enste doe 3,756 3,231 16.2% 
Rissell 2OOO AGG K a roa ace ech eedecetsdashch deecksdesiaretoucsy alts iets jhace onc nshanuest hoy Shaded adel dl dasecadaceeasdteacs 1,975 1,668 18.4% 
MSCI Emerging Markets Index ......... 0.0.00. 1,291 1,115 15.8% 
Bloomberg Barclays U.S. Aggregate Bond Index .................. 00.0002. e eee 2,392 2,225 7.5% 
Standard & Poor’s / LSTA Leveraged Loan Index .......... 0.0... c eee eee eee 2,338 2,273 2.9% 


Impact of COVID-19 to our Business 


As aresult of the challenging and volatile capital, equity and credit markets, our assets under management 
experienced a decrease during the first quarter of 2020, driven by market depreciation of $16.6 billion and net 
outflows of $1.3 billion. For the remainder of 2020, as financial markets recovered, our assets under management 
increased primarily driven by $35.8 billion in market appreciation and $6.4 billion in positive net flows. 


Financial Highlights 
« Earnings per diluted share was $10.02 in 2020 compared with $11.74 per diluted share in 2019. 


«Total sales were $32.3 billion in 2020, an increase of $12.2 billion, or 60.5%, from $20.1 billion in 
2019. Net flows were $5.1 billion in 2020 compared with $(0.8) billion in 2019. 


« Assets under management were $132.2 billion at December 31, 2020, an increase of $23.3 billion, or 
21.4%, from $108.9 billion at December 31, 2019. 


AllianzGI Strategic Partnership 


On February 1, 2021, we completed actions necessary to finalize our agreement from July 2020 with Allianz 
Global Investors U.S. LLC and Allianz Global Investors Distributors LLC (collectively, “AllianzGI’) pursuant to 
which we became the investment adviser, distributor and/or administrator of certain AllianzGI’s open-end, 
closed-end and retail separate account assets. 


Agreement with Westchester Capital Management 


On February 1, 2021, we entered into an agreement to acquire all of the equity of Westchester Capital 
Management (“Westchester”). The transaction is expected to close in the second half of the 2021, subject to 
customary closing conditions and approvals by Westchester’s Funds’ Board and shareholders. 


Assets Under Management 


At December 31, 2020, total assets under management were $132.2 billion, representing an increase of 
$23.3 billion, or 21.4%, from December 31, 2019. The increase in total assets under management from 
December 31, 2019 included $19.2 billion of positive market performance and $5.1 billion of positive net flows. 


Average long-term assets under management, which represent the majority of our fee-earning asset levels, 
were $108.2 billion for the twelve months ended December 31, 2020, an increase of $7.7 billion, or 7.7%, from 
$100.5 billion for the twelve months ended December 31, 2019. The year-over-year increase in long-term 
average assets under management was primarily due to market performance and positive net flows. 


24 


Investment Performance—Open End Funds 


The following table presents our open-end funds’ three-year average annual return and corresponding 
benchmark index average annual return as of December 31, 2020. Also presented with each fund is its three-year 


ranking within its Morningstar Peer Group. 


Fund Type/Name 


U.S. Retail Funds 

Equity 

Virtus KAR Small-Cap Growth Fund ..................... 
Virtus KAR Mid-Cap Growth Fund ...................0.0. 
Virtus Ceredex Mid-Cap Value Equity Fund ............... 
Virtus KAR Small-Cap Core Fund ...................0.04. 
Virtus Zevenbergen Innovative Growth Stock Fund .......... 
Virtus Ceredex Large-Cap Value Equity Fund .............. 
Virtus KAR Small-Cap Value Fund ...................... 
Virtus KAR Mid-Cap Core Fund ....................004. 
Virtus KAR Capital Growth Fund ....................000.. 
Virtus KAR Small-Mid Cap Core Fund ................... 
Virtus Ceredex Small-Cap Value Equity Fund .............. 
Virtus KAR Equity Income Fund ....................0045 
Virtus Silvant Large-Cap Growth Stock Fund .............. 
Virtus Silvant Small-Cap Growth Stock Fund .............. 


Fixed Income 

Virtus Newfleet Multi-Sector Short Term Bond Fund ........ 
Virtus Seix Floating Rate High Income Fund ............... 
Virtus Newfleet Low Duration Core Plus Bond Fund......... 
Virtus Seix Total Return Bond Fund ...................... 
Virtus Newfleet Multi-Sector Intermediate Bond Fund ....... 
Virtus Seix High Yield Fund .................... 00.0004. 
Virtus Seix Investment Grade Tax-Exempt Bond Fund ....... 
Virtus Seix High Income Fund ......................0004. 
Virtus Newfleet Senior Floating Rate Fund ................ 
Virtus Seix Core Bond Fund ......... 0.0.0.0. eee eee eee 
Virtus Newfleet Tax-Exempt Bond Fund .................. 
Virtus Newfleet Core Plus Bond Fund .................... 
Virtus Seix Corporate Bond Fund ....................0... 
Virtus Seix High Grade Municipal Bond Fund .............. 
Virtus Newfleet High Yield Fund ....................0... 


International/Global 

Virtus Vontobel Emerging Markets Opportunities Fund ...... 
Virtus KAR International Small-Cap Fund ................. 
Virtus Vontobel Foreign Opportunities Fund ............... 
Virtus Vontobel Global Opportunities Fund ................ 
Virtus KAR Emerging Markets Small-Cap Fund ............ 
Virtus SGA Global Growth Fund ....................0... 
Virtus SGA International Growth Fund ................... 
Virtus KAR Global Quality Dividend Fund ................ 
Virtus KAR International Small-Mid Cap Fund ............. 


Assets 


(in millions) 


Average 
Return (1) 


% 


29.91 
36.53 
6.62 
18.61 
49.53 
6.78 
10.40 
16.53 
24.41 
N/A 
1.29 
8.59 
21.76 
20.86 


3.44 
2.37 
3.40 
5.86 
4.59 
6.85 
4.39 
5.30 
2.67 
5.47 
4.00 
5.51 
8.49 
5.12 
5.90 


5.47 
13.94 
8.90 
13.07 
15.83 
19.23 
13.50 
2.59 
N/A 


Three Year 


Benchmark 
Index 
Return (2) 


% 


4.23 
6.24 


4.32 
5.34 


6.21 


6.17 


10.06 
10.06 


3.89 
N/A 


Peer Group 
Percentile 
Ranking (3) 


% 


Three Year 
Benchmark Peer Group 


Assets Average Index Percentile 
Fund Type/Name (in millions) Return(1) Return(2) Ranking (3) 
% % % 

Alternatives 
Virtus Duff & Phelps Real Estate Securities Fund ........... 473 5.37 3.40 32 
Virtus Duff & Phelps International Real Estate Securities 

RUD tse cna, Ane ceerenarseg tnediae S con et nanendns ale dae neste ae gente 273 3,95 1.69 18 
Virtus KAR Long/Short Equity Fund .................0... 129 N/A N/A N/A 
Virtus Duff & Phelps Global Infrastructure Fund ............ 86 6.20 4.71 22 
Virtus Aviva Multi-Strategy Target Return Fund ............ 38 2.90 1.49 50 
Virtus Duff & Phelps Global Real Estate Securities Fund ..... 29 7.00 1.52 10 
Multi-Asset 
Virtus Tactical Allocation Fund ............. 02.00.00 eee 966 16.19 13.66 1 
Global Funds 
Virtus GF SGA Global Growth Fund .................0... 796 18.18 10.06 13 
Virtus GF U.S. Small Cap Focus Fund .................... 259 19.08 10.25 17 
Virtus GF Multi-Sector Short Duration Bond Fund .......... ay) 3.31 4.37 7 
Virtus GF Multi-Sector Income Fund .................0... 29 4.52 5.34 19 
Virtus GF Select High Yield Fund ....................... 27 N/A N/A N/A 
Variable Insurance Funds 
Virtus KAR Capital Growth Series ...................0004. 315 24.91 22.99 16 
Virtus SGA International Growth Series ................... 165 6.89 4.88 12 
Virtus KAR Small-Cap Growth Series ................0... 137 30.41 16.20 9 
Virtus Newfleet Multi-Sector Intermediate Bond Series ...... 119 4.63 5.34 50 
Virtus KAR Equity Income Series ...................0004. 99 8.81 5.69 88 
Virtus KAR Small-Cap Value Series .................0... 89 10.77 3.72. 93 
Virtus Strategic Allocation Series .................0.0008. 89 16.69 13.66 1 
Virtus Duff & Phelps Real Estate Securities Series .......... 76 5.45 3.40 30 
OMe FUNES: os ances sacs geen Seas ne sds ea ea ee sek 293 

$49,521 


(1) Represents the average annual total return performance of the largest share class as measured by net assets 
for which performance data is available. Performance shown does not include the effect of applicable sales 
charges, if any. Had any applicable sales charges been reflected, performance would be lower than shown 
above. 

(2) Represents the average annual total return of the benchmark index. Benchmark indices are unmanaged, their 
returns do not reflect any fees, expenses or sales charges, and they are not available for direct investment. 
The Benchmark Index for each fund can be found in the respective fund’s fact sheet on our website at https:/ 
/www.virtus.com/our-products/individual-investors/mutual-funds. 

(3) Represents the peer ranking of the fund’s average annual total return according to Morningstar. The 
Morningstar Peer Group for each fund can be found in the respective fund’s fact sheet on our website at 
https://www. virtus.com/our-products/individual-investors/mutual-funds. Fund returns are reported net of 
fees. 


Past performance does not guarantee future results. Investment return and principal value will fluctuate so 
that shares, when redeemed, may be worth more or less than their original cost. 
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Operating Results 


retail separate and institutional accounts. Operating income increased by 14.8%, or $18.5 million, to 


In 2020, total revenues increased 7.2%, or $40.7 million, to $603.9 million from $563.2 million in 2019 
primarily due to higher revenues from an increase in average assets under management in our open-end funds, 


$143.2 million in 2020 from $124.7 million in 2019, due to increased revenues. 


Assets Under Management by Product 


(1) 
(2) 


(3) 


The following table summarizes our assets under management by product: 


As of December 31, As of Change 
2020 vs. 

(in millions) __ 2020 2019 | __ 2019 | % 
Open-End Funds (1) ... 0.0... cece eee eee eee ees $ 49,521 $ 42,870 $ 6,651 15.5% 
Closed-End Funds ............ 000s cece cece nee 5,914 6,748 (834) (12.4)% 
Exchange Traded Funds ..................2 ee eeee 837 1,156 (319) (27.6)% 
Retail Separate Accounts ......... 0.0.0 cece eee eee 29,751 20,414 9,337 45.7% 
Institutional Accounts ........ 0.00.00 cee eee eee ee 40,623 32,635 7,988 24.5% 
Structured Products .........0.. 0.0.0 4,060 3,903 157 4.0% 

Votal Long-Term’ |. i2623i40niidawetewe twee $130,706 $107,726 $22,980 21.3% 
Liquidity (): «os: ..22c4 desaesnane tadede nase s 1,488 1,178 310 26.3% 
Total Assets Under Management ................... $132,194 $108,904 $23,290 21.4% 
Average Long-Term Assets Under Management (3) .... $108,172 $100,472 $ 7,700 71.7% 
Average Assets Under Management (3).............. $109,512 $102,072 $ 7,440 7.3% 


Represents assets under management of U.S. retail funds, offshore funds and variable insurance funds. 


Represents assets under management in liquidity strategies, including certain open-end funds and 


institutional accounts. 

Averages are calculated as follows: 

- Funds—average daily or weekly balances 

- Retail Separate Accounts—prior-quarter ending balances 


- Institutional Accounts and Structured Products—average of month-end balances 
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The following table summarizes asset flows by product: 


Asset Flows by Product 
Years Ended 

(in millions) December 31, 

a 
Open-End Funds (1) 
Bésinning balance: 4.6 isons ds eee eae peers a eens Ore edd Saree ES, EAE $ 42,870 $ 37,710 
TGlOWS? 50 Sieg Sos ie pesca hdr eae hs DOR ad Hera ee Aa he ee 15,954 10,835 
COUIG WS! 2c shod ahs aecsidng a. a edeceds, ee sedis tela asits a dacanasahieiee: Babe od asec dea gah Ae ante deena ha, Ae leeee _ (16,067 ) _ (13,029) 
ING FO WS io aicatseacacsnteny ac teacencern-sesed ays ce capteatcdeoetinat hacacttedanea. un aya <a, Gusete re uvaedlur ade auantedeasteteanentate (113) (2,194) 
Market performances... 00 itig csi ade bie we ere beens Sheree deae eo exes 7,210 7,536 
OUST 2) so oecteteee ee ip sae ste Be deere, eens arose Gee: aed uelraar ew eng doe ote boon Gob ig apt deaet actin, dea acta (446) (182) 
Ending balance ice sesh dea f oereldaeeceua id diet ead Ce Gwe saad Redend Beebe es $ 49,521 $ 42,870 
Closed-End Funds 
Besimmins Walance:: 13 22.2% 2/30 sce hao a wr aaadcnaiaaliw neu GG aac ete San clean cae ales $ 6,748 $ 5,956 
IMHOWS: 4.442 bts Whee ee oo diate Wale BI Bal we te PE oie ee Ee dod 25 44 
ONUUEIG WS sync dpe tases ty se tet te teat Sods earetarie sa ane ae cance init ned, Geesentd-Gudyeh-aaseaddanectody atact. oes aeaeeearnats — — 
INGE TO WS si. ets deteed otha daa de-diceee Siena ela ANG om ae beige pane eed wah dy 25 44 
Market pertormance -,acccpaiecct Siow stgus A bnGedvaye teva eles he watie Gk ais parade erase Se tac (387) 1,116 
Other (2). <2 scserk gdavis bocakar date ded aes SAA bayeas Sw ed anche auedeowee betel (472) (368) 
Ending balance: 4. ssc eda saci dadawe ats ealealo aan ohare pea Seen eatecdarailes $ 5,914 $ 6,748 
Exchange Traded Funds 
Besinning: balance: 3.04.02 cade eee tiled be ddwate ekt tees ede ana eae dee es $ 1,156 $ 668 
TIO WES) 5.5: ated rans Se day ah e-acideas Risdedeawted Mave drone Mcolabdcau deleted anavavakd cae bbece-arddtararadés ans. don debcaaeatae 438 784 
OUTOWS: 0.0 bo Ad beta edad Dale bd Wade es tenga hae GLa eatalted bade (448) (279) 
Net flOWS 4 «3.4 5255. we oosea hs heey eee eee wees dares Mele otk de ei dea Rea ee (10) 505 
Market performance: «2... 84.¢.c¢du0 2540) e see ¥ oes G64 wEAd Cw hd eg nee dees SER dda eS (254) 90 
CET (DZ ) sdesera he ss, a cige ctaveuce ce PRY cpr ms aap taeda de areantnes Saath ahh o's, detach eoegae fat eth enacts (55) (107) 
Ending balance: c.. 6 d.0¢sca8 ee bea ee od bs webb eee Rea PUR GL Ed TA ee hee Pa eS ee ES $ 837 $ 1,156 
Retail Separate Accounts 
Beginnings Dalance: 24s. dau wcs.aree ooh aia late wins doe aubana sense Soak a RG ang eee $ 20,414 $ 14,998 
TMPOWS: jh. She ide iene de dede Geers deh ved tebe Dard bd an ew ede de a 6,452 3,315 
CUE O WS ssa Sacic a Sesec, tide ha. odes hate ce scans has, deaeesah ese See cece 8 caeh excess toy actosqe tess (2,960) (1,790) 
ING b PIO WS isica ison g0d eet Sascha Phe ead vee aint ed A anc Bee Sees aye! aes S eedaace Cet e wie eal Reade 3,492 1,525 
Market performance. .\o.cs:ne 4 seach ane eaeae see Na Oe Rea eR Oe ee Ee eee 5,868 4,045 
Other (2). sc siessd b-bd wach etd eh os Wk Sas lee ado ew eee (23) (154) 
Ending balance:..222-45.284 66nd oie shes e hae ee eS dead eee dads $ 29,751 $ 20,414 
Institutional Accounts 
Beginning balance: a... ccsaeecia a cates edhe ea a Pda teed ed Sa ER Ow $ 32,635 $ 27,445 
MET OW. Sissi ts x Sie , Adh Boats, Sele at sae RAS) atta ate Be cesee Ba te Nig Beetles Bk Meda ca Se ehacy ded ed hint Be 8,967 4,777 
OUCHOWS? 3:5.5-Sie HA oer ead Red ba Oe Ee ER Ce Rae es Se we ee ES (7,513) (5,720) 
INGE FIO WS one 2. scl acieecrgacnsatiie. a dee frccre sc ound a-hapty ane a-avae' ane geist nig ood ae eee Be ath eaten 1,454 (943) 
Market performance: s. 0.3.4. 230-2 Nace hb te oo ba SA AA ee OED e a RaES 6,681 6,377 
OSD) oh oe Bhd ease dees ts ones Soa eee carsctaeneites Bae oe trad. & ahs Goat dca oateay gb, Reiss (147) (244) 
Pini alan Ge nr. gate hatacui  stapara a dedeatonahats: 2 uleteee aaonha dha Guthate weanarmalotaa « desvuartactate $ 40,623 $ 32,635 


Years Ended 


(in millions) December 31, 
eS 
Structured Products 
Begining balance: 2.032603 eidiecctetcciupcieedadeben eet dened sean tededt $ 3,903 $ 3,640 
15.0 (0), Pegg oP Re Sr SS Roe Se 491 389 
QUT OWS). oy dee cod Peek heb aed ae Goo RR ore ba oS te EOD ____ (65) 8) 
INGE PIG WS csc tetecicbhecd tates ardeas eon eades ehoee cushereua aetoe diane ussatent alate, ark. peered seed demesne sot 226 291 
Market performance 2% is n.eciov eta ati} etadietde bgiedee ben eedeane 91 173 
Oe (2) sec ks se tae ek eae ees eee i be Ae een Ba ae ne ee Bae oe (160) (201) 
Finding: DalanGe 4: 3c) od gy ahi dagnpes sche jedecd dea Hosa tals ade ales id Goalie aud Gudhene wlandhe @ hipaa s Orel $ 4,060 $ 3,903 
Total Long-Term 
Beginning balances 250% ge ceaneeea inet ee ae Rake tannabeae eae hE wade as $ 107,726 $ 90,417 
TNGIOWS. 23dais eo ie 8S wees Bad Ghee S Se ESAS keke MoS nd eos eae 32,327 20,144 
OUT O WSs oa sccdeies bee dates oh de, bets apace oncacdenene acaprananactvauargpandonapaed RAG Pe ncltuey otteiteh noes (27,253) (20,916) 
NET TIOWS:» 6 2-d.ecenjedess edeaein ed-ing a catzeby os acee Sinelen da Sed Sib bOI Andale an ae a edew dhe 5,074 (772) 
Market performance: 2.23 s0'¢o5 bass Aes ee hehe w ee Dh eee eae See ee 19,209 19,337 
UTS (Vigo eke te reat ad esd eed cette es Sede we en cacao eee Dae ieeasiede (1,303) (1,256) 
Ending balance +..4....0.40¢ciaweneyed ieee daeeaee eda eningG te verde bhede ens $ 130,706 $ 107,726 
Liquidity (3) 
Beginning balance: 6 eci-.06b0-4.6 eeiea dk ee ea ede eee a eae OS dude Re bS O $ 1,178 $ 1,613 
OTST Ys se eet oleae Series, wee Breen eee tte ee taceuntenenl eons 4. sate eh ed eee eee 310 (435) 
Pndine Dalanee essai, siesecé-g, acccace a. cea. Gisele. Gus. ayes agi an eanaahty gdap ee eh de lots, Gut udpadecaraed $ 1,488 $ 1,178 
Total 
Beginnitig balance e024 siareracage aide sare ane oains eo Pasa kee hats oh eared ped ase eals $ 108,904 $ 92,030 
NDI WSs ery ences ye sepee ean 5 gestae ws Seas ey shen te avo Seta ee geen 32,327 20,144 
OUTEOWS: 2 352540 cee ead ao ere aes s a eee ele Spe As oe dee bane don Pe ecto (27,253) (20,916) 
Net fOWS: 2osceicih8 3 Res SESS Ait iad eels dogs eae os bene ee 5,074 (772) 
Market performance sic.4.00saau eek (eee eaeks eee Keke ob he aod eave nee es bd 19,209 19,337 
Ot (2) spss pred ieee eee eee tal is ee ee eee (993) (1,691) 
Ending balance v.00 eee oh pink eked Bao Hea YEA ee dies Gib e eae $ 132,194 $ 108,904 


(1) Represents assets under management of U.S. retail funds, offshore funds and variable insurance funds. 

(2) Represents open-end and closed-end fund distributions net of reinvestments, the net change in assets from 
liquidity strategies and the effect on net flows from non-sales related activities such as asset acquisitions/ 
(dispositions), seed capital investments/(withdrawals), structured products reset transactions and the use of 
leverage. 

(3) Represents assets under management in liquidity strategies, including in certain open-end funds and 
institutional accounts. 
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The following table summarizes our assets under management by asset class: 


December 31, Change 
2020 vs. 
(in millions) __ 2020 __ 2019 2019 % 
Asset Class 
EAQUILY oe. she seccacscd Seen cacd Gee eet eee est ale Arak © denetnes farpratenae wean $ 95,590 $ 70,720 $24,870 35.2% 
Fixed mMcome® 6.23.54 ach acd Rb paw ee aa bobo ioe AS 30,310 31,186 (876) (2.8)% 
Alteriatives (1M): ovcd2c0eaxdaaden ec oe anes Ga weire een heed 4,806 5,820 (1,014) (17.4)% 
Total Long-term .. 1.2... ect e tc e eens 130,706 107,726 22,980 21.3 % 
Liguidity 2) j.00:t02.t4aeddu od haar oud det. deed kee sA 1,488 1,178 310 26.3 % 
TOA 5 whose 2 Glee. ne date EI SAB eak ROE ee RS Sa aa Eee $132,194 $108,904 $23,290 214% 


(1) Consists of real estate securities, mid-stream energy securities and master limited partnerships, options 
strategies and other. 

(2) Represents assets under management in liquidity strategies, including in certain open-end funds and 
institutional accounts. 


Average Assets Under Management and Average Fees Earned 


The following table summarizes the average management fees earned in basis points and average assets 
under management: 


Years Ended December 31, 
Average Fee Earned Average Assets Under 
(expressed in basis Management 
points) (in millions) (2) 
2020 2019 2020 2019 

Products 
Open-End Funds (1) ........ 0.0.00 c eee ee eee 59.2 56.1 $ 41,819 $ 40,917 
Closed-End Funds .......... 0.0.0.0 e eee ee eens 62.2 64.7 5,920 6,524 
Exchange Traded Funds ............ 0.0.00 s eee eeee 15.3: 22.1 687 1,012 
Retail Separate Accounts ......... 0.0.0 cee eee eee 49.5 47.9 21,214 17,311 
Institutional Accounts ......... 0.00.00 e eee eee ees 31.9 31.3 34,359 30,834 
Structured Products ...... 0.0.0.0... cece eee ee eee 315 36.9 4,173 3,874 

All Long-Term Products ................00000- 47.4 46.6 108,172 100,472 
Liquidity (3): i429: cas seviaitoiae eed ae eel Bae Ses 11.2 10.1 1,340 1,600 

AM PROGUGES:: Sich dhiideed oxide dg decd dee dbs aes 47.0 46.0 $109,512 $102,072 


(1) Represents assets under management of U.S. retail funds, offshore funds and variable insurance funds. 
(2) Averages are calculated as follows: 
- Funds—average daily or weekly balances 
- Retail Separate Accounts—prior-quarter ending balances 
- Institutional Accounts and Structured Products—average of month-end balances 
(3) Represents assets under management in liquidity strategies, including in certain open-end funds and 
institutional accounts. 


Average fees earned represent investment management fees before the impact of consolidation of 


investment products (“CIP”), divided by average net assets. Fund fees are calculated based on average daily or 


weekly net assets. Retail separate account fees are calculated based on the end of the preceding or current 


quarter’s asset values or on an average of month-end balances. Institutional account fees are calculated based on 
an average of month-end balances or current quarter’s asset values. Structured product fees are calculated based 
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on a combination of the underlying cash flows and the principal value of the product. Average fees earned will 
vary based on several factors, including the asset mix and expense reimbursements to funds. 


The average fee rate earned on long-term products for 2020 increased by 0.8 basis points compared to the 
prior year, primarily due to changes in the underlying asset mix to higher fee earnings strategies in open-end 
funds and retail separate accounts during the current year, as well as higher performance-related fees. 


Results of Operations 


Summary Financial Data 


(in thousands) 


Investment management fees 
Other revenue 


Total revenue = .gc-s3 6 gas ee eed hea eos 


Total operating expenses 


Operating income (loss) 
Other income (expense), net 
Interest income (expense), net 


Income (loss) before income taxes 
Income tax expense (benefit) 
Net income (loss) 
Noncontrolling interests 
Net Income (Loss) Attributable to Stockholders 
Preferred stockholder dividends 


Net Income (Loss) Attributable to Common 
Stockholders 


Earnings (loss) per share-diluted 


Revenues 


Revenues by source were as follows: 


(in thousands) 


Investment management fees 
Open-end funds 

Closed-end funds 
Retail separate accounts 
Institutional accounts 
Structured products 

Other products 


Total investment management fees 
Distribution and service fees 
Administration and shareholder service fees 
Other income and fees 


Total revenues 


Years Ended 
December 31, Change 
2020 vs. 
at. << .. ... 2 
$505,338 $461,477 $ 43,861 9.5 % 
98,558 101,769 (3,211) (3.2)% 
603,896 563,246 40,650 7.2% 
460,732 438,536 22,196 5.1% 
143,164 124,710 18,454 14.8 % 
7,050 8,253 (1,203) (14.6)% 
eee, ee, ee 
163,898 140,685 23,213 16.5 % 
43,935 35,177 8,758 24.9 % 
119,963 105,508 14,455 13.7 % 
(40,006) (9,859) (30,147) 305.8 % 
79,957 95,649 (15,692) (16.4)% 
—_— (8,337) 8,337 (100.0)% 
$ 79,957 $ 87,312  $ (7,355) (8.4)% 
$ 10.02 $ 11.74 $ (1.72) (14.7)% 
Years Ended 
December 31, Change 
2020 vs. 
2020 2019 2019 % 
$247,519 $229,637 $17,882 7.8 % 
36,833 42,199 (5,366) (12.7)% 
104,932 82,999 21,933 26.4 % 
109,531 96,429 13,102 13.6 % 
4,012 6,381 (2,369) (37.1)% 
2,511 3,832 (1,321) (34.5)% 
505,338 461,477 43,861 9.5 % 
38,425 40,898 (2,473)  (6.0)% 
59,463 59,884 (421) (0.7)% 
670 987 (317) (32.1)% 
$603,896 $563,246 $40,650 7.2% 


A discussion of our results of operations for the year ended December 31, 2019 compared to the year ended 
December 31, 2018 may be found in “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations” in Part II, Item 7 of our Form 10-K for the fiscal year ended December 31, 2019, which 
specific discussion is incorporated herein by reference. 


Investment Management Fees 


Investment management fees are earned based on a percentage of assets under management and are paid 
pursuant to the terms of the respective investment management contracts, which generally require monthly or 
quarterly payments. Investment management fees increased by $43.9 million, or 9.5%, for the year ended 
December 31, 2020 due to a 7.3%, or $7.4 billion, increase in average assets under management and an increase 
in the total average fee rate of 1.0 basis points. 


Distribution and Service Fees 


Distribution and service fees are sales- and asset-based fees earned from open-end funds for marketing and 
distribution services. Distribution and service fees decreased by $2.5 million, or 6.0%, for the year ended 
December 31, 2020, primarily due to lower average assets for open-end funds in share classes that have 
distribution and service fees. 


Administration and Shareholder Service Fees 


Administration and shareholder service fees represent fees earned for fund administration and shareholder 
services from our open-end mutual funds, ETFs and certain of our closed-end funds. Fund administration and 
shareholder service fees decreased $0.4 million, or 0.7%, for the year ended December 31, 2020, primarily due to 
the decrease in average assets under management for our closed-end funds. 


Other Income and Fees 


Other income and fees primarily represent contingent sales charges earned from investor redemptions of 
certain shares sold without a front-end sales charge. Other income and fees decreased for the year ended 
December 31, 2020 compared to December 31, 2019 due to lower redemption and referral fees. 


Operating Expenses 


Operating expenses by category were as follows: 


Years Ended 
December 31, Change 
2020 vs. 
(in thousands) 2020 2019 2019 % 
Operating expenses 
Employment expenses ..............-00-00005 $267,299 $240,521 $26,778 11.1% 
Distribution and other asset-based expenses ...... 77,010 82,099 (5,089) (6.2)% 
Other operating expenses ...............-.004- 69,896 74,363 (4,467) (6.0)% 
Other operating expenses of CIP............... 10,585 4,015 6,570 163.6 % 
Restructuring and severance ...............-4- 1,155 2,302 (1,147) (49.8)% 
Depreciation expense ........... 0.02 e ee ee eee 4,660 4,992 (332) (6.7)% 
Amortization expense ......... 0.0.02 e eee eens 30,127 30,244 (117) (0.4)% 
Total operating expenses ........... 000.0000 ee eee $460,732 $438,536 $22,196 5.1% 


Employment Expenses 


Employment expenses consist of fixed and variable compensation and related employee benefit costs. 
Employment expenses of $267.3 million increased $26.8 million, or 11.1%, from the prior year ended 
December 31, 2019. The increase from the prior year was primarily due to increased profit- and sales-based 
compensation. 


Distribution and Other Asset-Based Expenses 


Distribution and other asset-based expenses consist primarily of payments to third-party client 
intermediaries for providing services to investors in sponsored investment products. These payments are 
primarily based on assets under management or on a percentage of sales. These expenses also include the 
amortization of deferred sales commissions related to up-front commissions on shares sold without a front-end 
sales charge to shareholders. The deferred sales commissions are amortized on a straight-line basis over the 
periods in which commissions are generally recovered from distribution fee revenues and contingent sales 
charges received from shareholders of the funds upon redemption of their shares. Distribution and other asset- 
based expenses decreased $5.1 million, or 6.2%, from the prior year due primarily to a lower percentage of sales 
and assets under management in share classes that have distribution and other asset-based expenses. 


Other Operating Expenses 


Other operating expenses primarily consist of investment research and technology costs, professional fees, 
travel and distribution related costs, rent and occupancy expenses, and other business costs. Other operating 
expenses decreased $4.5 million, or 6.0%, to $69.9 million for the year ended December 31, 2020 from the prior 
year primarily due to decreased travel and related expenses primarily as a result of the impact of COVID-19 on 
the current operating environment. 


Other Operating Expenses of CIP 


Other operating expenses of CIP increased $6.6 million, or 163.6%, to $10.6 million for the year ended 
December 31, 2020 from the prior year primarily due to costs associated with the issuance of a new CLO as well 
as the refinancing of debt for two CLOs in the current year. 


Restructuring and Severance 


During the year ended December 31, 2020, we incurred $1.2 million in restructuring and severance costs, a 
decrease of $1.1 million, or 49.8%, from the prior year primarily due to lower staff reductions in the current year. 


Depreciation Expense 


Depreciation expense consists primarily of the straight-line depreciation of furniture, equipment and 
leasehold improvements. Depreciation expense decreased $0.3 million, or 6.7%, to $4.7 million for the year 
ended December 31, 2020 primarily due to a higher level of equipment being fully depreciated in the current year 
period. 


Amortization Expense 


Amortization expense consists of the amortization of definite-lived intangible assets over their estimated 
useful lives. Amortization expense remained consistent for the year ended December 31, 2020 compared to the 
prior year. 
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Other Income (Expense), net 


Other Income (Expense), net by category were as follows: 


Years Ended 
December 31, Change 
2020 vs. 

(in thousands) __ 2020 — _ 2019 | 2019 % 
Other Income (Expense) 
Realized and unrealized gain (loss) on investments, net.... $7,139 $7,044 $ 95 1.3% 
Realized and unrealized gain (loss) of CIP, net........... (1,965) (1,202) (763) 63.5 % 
Other income (expense), Net ... 2... .. eee eee eee 1,876 2,411 (535)  (22.2)% 
Total Other Income (Expense), net ................-4-- $7,050 $8,253 $1,203) (14.6)% 


Realized and Unrealized Gain (Loss) on Investments, net 


Realized and unrealized gain (loss) on investments, net remained consistent for the year ended 
December 31, 2020 compared to the prior year. 


Realized and Unrealized Gain (Loss) of CIP, net 


Realized and unrealized gain (loss) of CIP, net increased $0.8 million from the prior year. The increase for 
the current year consisted primarily of net realized and unrealized losses of $32.4 million due to declines in 
market values of leveraged loans, partially offset by unrealized gains of $31.6 million related to the changes in 


value of the notes payable. 


Other Income (Expense), net 


Other income (expense), net decreased during the year ended December 31, 2020 by $0.5 million, or 22.2%, 
as compared to the prior year primarily due to lower profits from equity method investments during the current 


year. 


Interest Income (Expense), net 


Interest Income (Expense), net by category were as follows: 


Years Ended 
December 31, Change 
2020 vs. 

(in thousands) 2020 2019 2019 % 
Interest Income (Expense) 
Interest Cxpense. -y.ic.g.a¢iegeh-ces das ak ese een eae Pa $(11,894) $(19,473) $7,579 (38.9)% 
Interest and dividend income .................00005 1,367 3,844 (2,477) (64.4)% 
Interest and dividend income of investments of CIP .... 109,648 115,356 (5,708) (4.9)% 
Interest expense of CIP .............. 0.0 cee eee eee (85,437) (92,005) 6,568 (7.1)% 
Total Interest Income, net.............. 0.0000 eee $ 13,684 $ 7,722 $5,962 77.2% 


Interest Expense 


Interest expense decreased $7.6 million, or 38.9%, for the year ended December 31, 2020 compared to the 
prior year primarily due to a decrease in the average debt outstanding and a lower average interest rate compared 
to the prior year. Also contributing to the decrease was a $0.7 million gain recognized on the early 
extinguishment of debt. 
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Interest and Dividend Income 


Interest and dividend income is earned on cash and cash equivalents and our marketable securities. Interest 
and dividend income decreased $2.5 million, or 64.4%, in 2020 compared to the prior year primarily due to lower 
interest rates earned on cash and cash equivalents and lower dividends received from our investments as 
compared to the prior year. 


Interest and Dividend Income of Investments of CIP 


Interest and dividend income of investments of CIP decreased $5.7 million, or 4.9%, compared to the prior 
year primarily due to a decrease in interest rates partially offset by increased investments of CIP. 


Interest Expense of CIP 


Interest expense of CIP represents interest expense on the notes payable of CIP. Interest expense of CIP 
decreased by $6.6 million, or 7.1%, compared to the prior year primarily due to lower variable interest rates 
partially offset by higher average debt balances of CIP during the current year. 


Income Tax Expense 


The provision for income taxes reflected U.S. federal, state and local taxes at an estimated effective tax rate 
of 26.8% and 25.0% for 2020 and 2019, respectively. The increase in the estimated effective tax rate for the 
current year was primarily due to a decrease in excess tax benefits associated with the Company’s stock 
compensation deduction. 


On March 27, 2020, the United States enacted the Coronavirus Aid, Relief, and Economic Security Act 
(“CARES Act’), which contains several income tax provisions. Certain of those tax provisions are expected to be 
effective retroactively for years ending before the date of enactment. The Company has evaluated the legislation 
and, at this time, does not anticipate the CARES Act to have a material impact on its consolidated financial 
statements. 


Effects of Inflation 


Inflationary pressures can result in increases to our costs, especially to the extent that large expense 
components such as compensation are impacted. To the degree that these expense increases are not recoverable 
or cannot be counterbalanced through pricing increases due to the competitive environment, our profitability 
could be negatively impacted. In addition, the value of the assets that we manage may be negatively impacted if 
inflationary expectations result in a rising interest rate environment. Declines in the values of these assets under 
management could lead to reduced revenues as management fees are generally earned as a percent of assets 
under management. 


Liquidity and Capital Resources 
Certain Financial Data 


The following tables summarize certain financial data relating to our liquidity and capital resources: 


December 31, Change 
2020 vs. 

(in thousands) 2020 2019 2019 % 
Balance Sheet Data 

Cash and cash equivalents ............ 0.000 e ee eee $246,511 $221,781 $ 24,730 11.2 % 
Investments ...... 0.0... cc ee eens 64,944 83,206 (18,262) (21.9)% 
PDSDG: soccer cee eeetctde ats tees a oe ie areata ete ees 201,212 277,839 (76,627)  (27.6)% 
Redeemable noncontrolling interests ............... 115,513 63,845 51,668 80.9 % 
TPOtalCqQuily’ ayas.dadaeeeen ol s4.bd oo tee Sen eho 720,940 686,257 34,683 5.1 % 


Years Ended 


December 31, Change 
2020 vs. 
(in thousands) 2020 __ 2019 __ 2019 % 
Cash Flow Data 
Provided by (used in) 
Operating activities ......... 2.0.0... c eee eee eee $(226,103) $(36,723) $(189,380) 515.7% 
INVESEIDS ACHIVINIES” gi co.siend desde Pana a.gtetene su aeediepiaiues 8,681 4,448 4,233 95.2% 
Financing activities»... 0.0... eee eee eee 235,332 99,558 135,774 136.4% 
Overview 


At December 31, 2020, we had $246.5 million of cash and cash equivalents and $64.9 million of 
investments, which included $40.0 million of investment securities, compared to $221.8 million of cash and cash 
equivalents and $83.2 million of investments, which included $61.0 million of investment securities, at 
December 31, 2019. 


At December 31, 2020, we had $205.7 million outstanding under our term loan maturing June 1, 2024 and 
no outstanding borrowings under our $100.0 million credit facility. 


Uses of Capital 


Our main uses of capital related to operating activities comprise employee compensation and related benefit 
costs including payment of annual incentive compensation, interest on our indebtedness, income taxes and other 
operating expenses, which primarily consist of investment research, technology costs, professional fees, 
distribution and occupancy costs. Annual incentive compensation, which is one of the largest annual operating 
cash expenditures, is typically paid in the first quarter of the year. In the first quarter of 2020 and 2019, we paid 
approximately $84.7 million and $76.2 million, respectively, in incentive compensation earned during the years 
ended December 31, 2019 and 2018, respectively. 


In addition to operating activities, other uses of cash could include: (i) investments in organic growth, 
including expanding our distribution efforts; (ii) seeding or launching new products, including funds or 
sponsoring CLO issuances; (iii) principal payments on debt outstanding through scheduled amortization, excess 
cash flow payment requirements or additional paydowns; (iv) dividend payments to common stockholders; 

(v) repurchases of our common stock; (vi) investments in our infrastructure; (vii) investments in inorganic 
growth opportunities which may require upfront payments and/or contingent consideration; (viii) integration 
costs, including restructuring and severance, related to acquisitions, if any; and (ix) purchases of affiliate 
noncontrolling interests. 


Capital and Reserve Requirements 


We operate a broker-dealer subsidiary registered with the SEC that is subject to certain rules regarding 
minimum net capital. The broker-dealer is required to maintain a ratio of “aggregate indebtedness” to “net 
capital,” as defined, which may not exceed 15 to 1 and must also maintain a minimum amount of net capital. 
Failure to meet these requirements could result in adverse consequences to us, including additional reporting 
requirements, a lower required ratio of aggregate indebtedness to net capital or interruption of our business. At 
December 31, 2020, the ratio of aggregate indebtedness to net capital of our broker-dealer was below the 
maximum allowed, and net capital was significantly greater than the required minimum. 


Balance Sheet 


Cash and cash equivalents consist of cash in banks and money market fund investments. Investments consist 
primarily of investments in our sponsored funds. CIP represent investment products for which we provide 
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investment management services and where we have either a controlling financial interest or we are considered 
the primary beneficiary of an investment product that is considered a variable interest entity. 


Operating Cash Flow 


Net cash used in operating activities of $226.1 million for 2020 increased by $189.4 million from net cash 
used in operating activities of $36.7 million in 2019 primarily due to increased net purchases of investments by 
CIP of $201.8 million in the current year compared to the prior year. 


Investing Cash Flow 


Cash flows from investing activities consist primarily of capital expenditures and other investing activities 
related to our business operations. Net cash provided by investing activities of $8.7 million for 2020 increased by 
$4.2 million from net cash provided by investing activities of $4.4 million in 2019. The primary investing 
activities during 2020 were related to the increase in cash of $9.7 million from the consolidation of investment 
products partially offset by capital expenditures and other asset purchases of $1.0 million. The primary investing 
activities during 2019 were related to the increase in cash of $10.0 million from the consolidation of investment 
products partially offset by capital expenditures and other asset purchases of $7.6 million. 


Financing Cash Flow 


Cash flows from financing activities consist primarily of the issuance of common stock, return of capital 
through repurchases of common shares, dividends, withholding obligations for the net share settlement of 
employee share transactions, issuance and repayment of debt and changes to noncontrolling interests. Net cash 
provided by financing activities increased $135.8 million to $235.3 million in 2020 compared to net cash 
provided by financing activities of $99.6 million in the prior year, primarily due to an increase of $166.6 million 
in net borrowings of CIP during 2020 compared to the prior year, partially offset by an increase of $24.2 million 
on the repayment of debt during 2020 compared to the prior year. 


Credit Agreement 


The Company’s credit agreement, as amended (the “Credit Agreement’’), is comprised of (i) $365.0 million 
of seven-year term debt (the “Term Loan”) expiring in June 2024 and (ii) a $100.0 million five-year revolving 
credit facility (the “Credit Facility”) expiring in June 2022. At December 31, 2020, $205.7 million was 
outstanding under the Term Loan, and there were no outstanding borrowings under the Credit Facility. In 
accordance with Accounting Standards Codification (“ASC”) 835, Interest, the amounts outstanding under the 
Term Loan are presented in the Consolidated Balance Sheet net of related debt issuance costs, which were 
$4.5 million as of December 31, 2020. 


Contractual Obligations 
The following table summarizes our contractual obligations as of December 31, 2020: 


Payments Due 


Less Than More Than 
(in millions) Total 1 Year 1-3 Years 3-5 Years 5 Years 
Leaseobligations:. .: 3c. uc sdesG eee paateaedwtasuaess x $29.1 $58 $ 12.9 $4.8 $5.6 
erm Ioan): £.24.5.04644-64-08 ii ees beeeoed 2217.9 10.3 217.6 — — 
Credit Facility, including commitment fee (1) ........... 0.6 0.4 0.2 — — 
Minimum payments on service contracts (2) ............ 12.6 7.2 5.4 — — 
NROUAL: gehy sid hate ste Piece ast eee sw enna eR CARAS Ra $270.2 $23.7 $236.1 $4.8 $5.6 


(1) At December 31, 2020, we had $205.7 million outstanding under our Term Loan, which has a variable 
interest rate, and no amounts outstanding under our Credit Facility. Payments due are estimated based on the 
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variable interest rate and commitment fee rate in effect on December 31, 2020. Debt of CIP is excluded as 
we are not obligated for these amounts. See Part II, Item 8, “Financial Statements and Supplementary Data,” 
Note 19 “Consolidation” for additional information. 

(2) Service contracts include contractual amounts that will be due to purchase goods and services to be used in 
our operations and may be canceled at earlier times than those indicated under certain conditions that may 
include termination fees. 


Affiliate noncontrolling interests that are redeemable have been excluded from the above table as there is 
significant uncertainty as to the timing and amount of any noncontrolling interest purchase in the future. 
Accordingly, future payments to purchase noncontrolling interests have been excluded from the above table, 
unless a put or call option has been exercised and a mandatory firm commitment exists for us to purchase such 
noncontrolling interests. 


The table above excludes approximately $1.0 million of unrecognized tax benefits accounted for under ASC 
740, Income Taxes, as we are unable to reasonably estimate the ultimate amount or timing of any settlement. See 
Part II, Item 8, “Financial Statements and Supplementary Data,” Note 9 “Income Taxes” for additional 
information. 


Impact of New Accounting Standards 


For a discussion of accounting standards, see Part II, Item 8, “Financial Statements and Supplementary 
Data,” Note 2 “Summary of Significant Accounting Policies.” 


Off-Balance Sheet Arrangements 


We do not invest in any off-balance sheet vehicles that provide liquidity, capital resources, market or credit 
risk support nor do we engage in any leasing activities that expose us to any liability that is not reflected in our 
consolidated financial statements. 


Critical Accounting Policies and Estimates 


Our consolidated financial statements and the accompanying notes are prepared in accordance with 
accounting principles generally accepted in the United States of America, which requires the use of estimates. 
Actual results may vary from these estimates. Management believes the following critical accounting policies are 
important to understanding our results of operations and financial position. 


Consolidation 


The consolidated financial statements include the accounts of the Company, its subsidiaries and investment 
products that are consolidated. Voting interest entities (“WOEs”) are consolidated when we are considered to 
have a controlling financial interest, which is typically present when we own a majority of the voting interest in 
an entity or otherwise have the power to govern the financial and operating policies of the entity. 


We evaluate any variable interest entities (“VIEs”’) in which we have a variable interest for consolidation. A 
VIE is an entity in which either (i) the equity investment at risk is not sufficient to permit the entity to finance its 
own activities without additional financial support or (11) where as a group, the holders of the equity investment 
at risk do not possess (x) the power through voting or similar rights to direct the activities that most significantly 
impact the entity’s economic performance; (y) the obligation to absorb expected losses or the right to receive 
expected residual returns of the entity; or (z) proportionate voting and economic interests and where substantially 
all of the entity’s activities either involve or are conducted on behalf of an investor with disproportionately fewer 
voting rights. If an entity has any of these characteristics, it is considered a VIE and is required to be consolidated 
by its primary beneficiary. The primary beneficiary is the entity that has both the power to direct the activities 
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that most significantly impact the VIE’s economic performance and has the obligation to absorb losses of, or the 
right to receive benefits from, the VIE that could potentially be significant to the VIE. 


CIP includes both VOEs, made up primarily of open-end funds in which we hold a controlling financial 
interest, and VIEs, which primarily consist of CLOs of which we are considered the primary beneficiary. The 
consolidation and deconsolidation of these investment products have no impact on net income (loss) attributable 
to stockholders. Our risk with respect to these investment products is limited to our beneficial interests in these 
products. We have no right to the benefits from, and do not bear the risks associated with, these investment 
products beyond our investments in, and fees generated from, these products. 


Noncontrolling Interests 
Noncontrolling interests—CIP 


Noncontrolling interests—CIP represent third-party investments in our CIP and are classified as redeemable 
noncontrolling interests in our Consolidated Balance Sheets because investors in those products are able to 
request withdrawal at any time. 


Noncontrolling interests—affiliate 


Noncontrolling interests—affiliate represent minority interests held in a consolidated affiliate. Minority 
interests held in an affiliate are subject to holder put rights and our call rights at established multiples of earnings 
before interest, taxes, depreciation and amortization and, as such, are considered redeemable at other than fair 
value. These rights are exercisable at pre-established intervals (between four and seven years from their issuance) 
or upon certain conditions such as retirement. The put and call rights are not legally detachable or separately 
exercisable and are deemed to be embedded in the related noncontrolling interests. We, in purchasing affiliate 
equity, have the option to settle in cash or shares of common stock and are entitled to the cash flow associated 
with any purchased equity. Minority interests held in an affiliate are generally recorded in our Consolidated 
Balance Sheets at estimated redemption value within redeemable noncontrolling interests, and changes in 
estimated redemption value of these interests are recorded in our Consolidated Statements of Operations within 
noncontrolling interests. 


Fair Value Measurements and Fair Value of Financial Instruments 


The Financial Accounting Standards Board (the “FASB”) defines fair value as the price that would be 
received to sell an asset, or paid to transfer a liability, in an orderly transaction between market participants at the 
measurement date. ASC 820, Fair Value Measurement (“ASC 820”), establishes a framework for measuring fair 
value and a valuation hierarchy based upon the transparency of inputs used in the valuation of an asset or 
liability. Classification within the hierarchy is based upon the lowest level of input that is significant to the fair 
value measurement. The valuation hierarchy contains three levels as follows: 


Level 1 — Quoted prices for identical instruments in active markets. Level | assets and liabilities may 
include debt securities and equity securities that are traded in an active exchange market. 


Level 2 — Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
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securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3 — Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


The following is a discussion of the valuation methodologies used for our assets measured at fair value: 


Cash equivalents represent investments in money market funds. Cash investments in money market funds 
are valued using published net asset values are classified as Level 1. 


Sponsored funds represent investments in open-end funds, closed-end funds and ETFs for which we act as 
the investment manager. The fair value of open-end funds is determined based on their published net asset values 
and are categorized as Level |. The fair value of closed-end funds and ETFs are determined based on the official 
closing price on the exchange on which they are traded and are categorized as Level 1. 


Equity securities include securities traded on active markets and are valued at the official closing price 
(typically last sale or bid) on the exchange on which the securities are primarily traded and are categorized as 
Level 1. 


Debt securities represent investments in senior secured bank loans and are based on evaluated quotations 
received from independent pricing services and are categorized as Level 2. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are categorized as Level 1. 


Investments of CIP represent the underlying debt, equity and other securities held in CIP. Equity 
investments are valued at the official closing price on the exchange on which the securities are traded and are 
generally categorized within Level 1. Level 2 investments represent most debt securities, including bank loans 
and certain equity securities (including non-U.S. securities), for which closing prices are not readily available or 
are deemed to not reflect readily available market prices, and are valued using an independent pricing service. 
Debt investments are valued based on quotations received from independent pricing services or from dealers who 
make markets in such securities. Bank loan investments, which are included as debt investments, are generally 
priced at the average mid-point of bid and ask quotations obtained from a third-party pricing service. Fair value 
may also be based upon valuations obtained from independent third-party brokers or dealers utilizing matrix 
pricing models that consider information regarding securities with similar characteristics. In certain instances, 
fair value has been determined utilizing discounted cash flow analyses or single broker non-binding quotes. 
Depending on the nature of the inputs, these assets are classified as Level 1, 2 or 3 within the fair value 
measurement hierarchy. Level 3 investments include debt and equity securities that are not widely traded, are 
illiquid or are priced by dealers based on pricing models used by market makers in the security. 


Derivative assets and liabilities of CIP represent futures contracts, swaps contracts, option contracts and 
forward contracts held in CIP. These assets and liabilities are recorded within other assets of CIP and other 
liabilities of CIP on our Consolidated Balance Sheets. Depending on the nature of the inputs, these derivative 
assets and liabilities are classified as Level 1, 2 or 3 within the fair value measurement hierarchy. 


Notes payable of CIP represent notes issued by CIP CLOs we consolidate and are measured using the 
measurement alternative in Accounting Standards Update 2014-13, Consolidation (Topic 810). Accordingly, the 
fair value of CLO liabilities was measured as the fair value of CLO assets less the sum of (i) the fair value of the 
beneficial interests held by the Company and (ii) the carrying value of any beneficial interests that represent 
compensation for services. The fair value of the beneficial interests held by the Company is based on third-party 
pricing information without adjustment. 
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Short sales of CIP are transactions in which a security is sold that is not owned or is owned but there is no 
intention to deliver, in anticipation that the price of the security will decline and are classified as Level 1 based 
on the underlying equity security. These liabilities are recorded within other liabilities of CIP on our 
Consolidated Balance Sheets. 


Cash, accounts receivable, accounts payable, securities purchase payable of CIP and accrued liabilities equal 
or approximate fair value based on the short-term nature of these instruments. 


Goodwill 


As of December 31, 2020, the carrying value of goodwill was $290.4 million. Goodwill represents the 
excess of the purchase price of acquisitions over the fair value of identified net assets and liabilities acquired. We 
have determined that we have only one reporting unit for purposes of assessing the carrying value of goodwill. 
Goodwill impairment testing is performed at least annually or whenever events or changes in circumstances 
indicate that the carrying amount may not be recoverable. If we determine that the carrying value of the reporting 
unit is less than the fair value, a second step of the goodwill impairment test is performed to measure the amount 
of impairment loss, if any. We completed our annual goodwill impairment assessment as of October 31, 2020, 
and no impairment was identified. For purposes of this assessment, we considered various qualitative factors 
including, but not limited to, certain indicators of fair value (i.e., market capitalization and market multiplies for 
asset management businesses), and determined that it was more likely than not that the fair value of our reporting 
unit was greater than its carrying value. Only a significant decline in the fair value of our reporting unit would 
indicate that an impairment may exist. 


Indefinite-Lived Intangible Assets 


As of December 31, 2020, the carrying value of indefinite-lived intangible assets was $43.5 million. 
Indefinite-lived intangible assets comprise certain trade names and fund investment advisory contracts. We 
perform indefinite-lived intangible asset impairment tests annually, or more frequently, should circumstances 
change, which could reduce the fair value of indefinite-lived intangible assets below their carrying value. We 
completed our annual impairment assessment of these assets as of October 31, 2020, and no impairments were 
identified. For purposes of this assessment, we considered various qualitative factors for the investment advisory 
contracts related to the indefinite-lived intangible assets including, but not limited to, (i) the growth in assets 
under management, (ii) the positive operating margins, and (iii) the positive cash flows generated, and we 
determined that it was more likely than not that the fair value of indefinite-lived intangible assets was greater 
than their carrying value. Only a significant decline in the fair value of the indefinite-lived intangible assets 
would indicate that an impairment may exist. 


Definite-Lived Intangible Assets 


As of December 31, 2020, the carrying value of definite-lived intangible assets was $236.7 million. 
Definite-lived intangible assets comprise certain fund investment advisory contracts, trade names and 
non-competition agreements. We monitor the useful lives of definite-lived intangible assets and revise the useful 
lives, if necessary, based on the circumstances. Significant judgment is required in estimating the period that 
these assets will contribute to our cash flows and the pattern over which these assets will be consumed. A change 
in the remaining useful life of any of these assets could have a significant impact on amortization expense. All 
amortization expense is calculated on a straight-line basis. Impairment testing is performed whenever events or 
changes in circumstances indicate that the carrying amount may not be recoverable. If we were to determine that 
the carrying value of the definite-lived intangible assets was less than the sum of the undiscounted cash flows 
expected to result from the asset, we would quantify the impairment using a discounted cash flow model. 


Revenue Recognition 


Our revenues are recognized when a performance obligation is satisfied, which occurs when control of the 
services is transferred to customers. Investment management fees, distribution and service fees, and 
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administration and shareholder service fees are generally calculated as a percentage of average net assets of the 
investment portfolios managed. The net asset values from which investment management, distribution and 
service, and administration and shareholder service fees are calculated are variable in nature and subject to 
factors outside of our control such as additional investments, withdrawals and market performance. Because of 
this, these fees are considered constrained until the end of the contractual measurement period (monthly or 
quarterly) which is when asset values are generally determinable. 


Investment Management Fees 


We provide investment management services pursuant to investment management agreements through our 
affiliated investment advisers (each an “Adviser’’). Investment management services represent a series of distinct 
daily services that are performed over time. Fees earned on funds are based on each fund’s average daily or 
weekly net assets that are generally received and calculated on a monthly basis. We record management fees net 
of investment management fees paid to unaffiliated subadvisers since we consider ourselves to be an agent of the 
fund as it relates to the day-to-day investment management services performed by unaffiliated subadvisers, with 
our performance obligation being to arrange for the provision of that service and not control the specified service 
before that service is performed. Amounts paid to unaffiliated subadvisers for the years ended December 31, 
2020, 2019 and 2018 were $38.6 million, $40.5 million and $46.7 million, respectively. 


Retail separate account fees are generally based on the end of the preceding or current quarter’s asset values. 
Institutional account fees are generally based on an average of month-end balances. In certain instances, 
institutional fees may include performance related fees that are based on relative investment returns. Fees for 
structured finance products, for which we act as the collateral manager, consist of senior, subordinated and, in 
certain instances, incentive management fees. Senior and subordinated management fees are calculated at a 
contractual fee rate applied against the end of the preceding quarter par value of the total collateral being 
managed with subordinated fees being recognized only after certain portfolio criteria are met. Incentive fees on 
certain of our CLOs are typically a percentage of the excess cash flows available to holders of the subordinated 
notes, above a threshold level internal rate of return. 


We rely on data provided to us by service providers for the pricing of our assets under management. Our 
service providers have formal valuation policies and procedures over the valuation of investments. As of 
December 31, 2020, our total assets under management by fair value hierarchy level, as defined by ASC 820 
were approximately 76.8% Level 1, 23.1% Level 2 and 0.1% Level 3. 


Distribution and Service Fees 


Distribution and service fees are asset-based fees earned from open-end funds for distribution services. 
Depending on the fund type or share class, these fees primarily consist of an asset-based fee that is paid by the 
fund over a period of years to cover allowable sales and marketing expenses for the fund or front-end sales 
charges that are based on a percentage of the offering price. Asset-based distribution and service fees are 
primarily based on percentages of the average daily net asset value and are paid monthly pursuant to the terms of 
the respective distribution and service fee contracts. 


Distribution and service fees represent two performance obligations comprised of distribution and related 
shareholder servicing activities. Distribution services are generally satisfied upon the sale of a fund share. 
Shareholder servicing activities are generally services satisfied over time. 


We distribute our open-end funds through third-party financial intermediaries that comprise national and 
regional broker-dealers. These third-party financial intermediaries provide distribution and shareholder service 
activities on our behalf. We pass related distribution and service fees to these third-party financial intermediaries 
for these services and consider ourselves the principal in these arrangements since we have control of the 
services prior to the services being transferred to the customer. These payments are classified within distribution 
and other asset-based expenses. 
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Administration & Shareholder Service Fees 


We provide administrative fund services to our open-end mutual funds, ETFs and certain of our closed-end 
funds and shareholder services to our open-end funds. Administration and shareholder services are performed 
over time. We earn fees for these services, which are calculated and paid monthly, based on each fund’s average 
daily or weekly net assets. Administrative fund services include: record keeping, preparing and filing documents 
required to comply with securities laws, legal administration and compliance services, customer service, 
supervision of the activities of the funds’ service providers, tax services and treasury services. We also provide 
office space, equipment and personnel that may be necessary for managing and administering the business affairs 
of the funds. Shareholder services include maintaining shareholder accounts, processing shareholder transactions, 
preparing filings and performing necessary reporting. 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds. 


Accounting for Income Taxes 


We account for income taxes in accordance with ASC 740, Income Taxes, which requires recognition of the 
amount of taxes payable or refundable for the current year, as well as deferred tax assets and liabilities for 
temporary differences between the tax basis of assets and liabilities and the reported amounts in the Consolidated 
Financial Statements. We recognize the tax benefit from an uncertain tax position only if it is more likely than 
not that the tax position will be sustained, based on the technical merits of the position. The tax benefits 
recognized are measured based on the largest benefit that has a greater than 50% likelihood of being realized 
upon ultimate settlement. We record interest and penalties related to income taxes as a component of income tax 
expense. 


Significant judgment is required in determining the provision for income taxes and, in particular, any 
valuation allowance that is recorded against our deferred tax assets. The methodology for determining the 
realizability of deferred tax assets includes consideration of taxable income in prior carryback year(s), if 
carryback is permitted under the tax law, as well as consideration of the reversal of deferred tax liabilities that are 
in the same period and jurisdiction and are of the same character as the temporary differences that gave rise to the 
deferred tax assets. Our methodology also includes estimates of future taxable income from operations, as well as 
the expiration dates and amounts of carryforwards related to net operating losses and capital losses. These 
estimates are projected through the life of the related deferred tax assets based on assumptions that we believe to 
be reasonable and consistent with demonstrated operating results. Changes in future operating results not 
currently forecasted may have a significant impact on the realization of deferred tax assets. Valuation allowances 
are provided when it is determined that it is more likely than not that the benefit of deferred tax assets will not be 
realized. 


Loss Contingencies 


The likelihood that a loss contingency exists is evaluated using the criteria of ASC 450, Contingencies, and 
an accrued liability is recorded if the likelihood of a loss is considered both probable and reasonably estimable at 
the date of the consolidated financial statements. 


We believe that we have considered relevant circumstances that we may be currently subject to, and the 
consolidated financial statements accurately reflect our reasonable estimate of the results of our operations, 
financial condition and cash flows for the years presented. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk. 
Market Risk 
Substantially all of our revenues are derived from investment management, distribution and service, and 


administration and shareholder service fees, which are based on the market value of assets under management. 
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Accordingly, a decline in the market value of assets under management would cause our revenues and income to 
decline. In addition, a decline in the market value of assets under management could cause our clients to 
withdraw their investments in favor of other investments offering higher returns or lower risk, which would 
cause our revenues and income to decline. 


We are also subject to market risk due to a decline in the market value of our investments, which consist of 
marketable securities and our net interests in CIP. The following table summarizes the impact of a 10% increase 
or decrease in the fair values of these financial instruments: 


December 31, 2020 


(in thousands) Fair Value 10% Change 
Investment securities—fair value (1) ............... $ 39,990 $ 3,999 
Our net interest in CIP (2) ...... 0.0.0.0... 00002. e eee 165,911 16,591 
Total Investments subject to Market Risk ......... $205,901 $20,590 


(1) Ifa 10% increase or decrease in fair values were to occur, it would result in a corresponding increase or 
decrease in our pre-tax earnings. 

(2) These represent our direct investments in investment products that are consolidated. Upon consolidation, 
these direct investments are eliminated, and the assets and liabilities of CIP are consolidated in the 
Consolidated Balance Sheet, together with a noncontrolling interest balance representing the portion of the 
CIP owned by third parties. If a 10% increase or decrease in the fair values of our direct investments in CIP 
were to occur, it would result in a corresponding increase or decrease in our pre-tax earnings. 


Interest Rate Risk 


Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate 
because of changes in market interest rates. At December 31, 2020, we were exposed to interest rate risk as a 
result of approximately $150.8 million of investments in fixed and floating rate income products, which include 
our net interests in CIP. We considered a hypothetical 100 basis point change in interest rates and determined 
that the fair value of our fixed income investments could change by an estimated $3.2 million. 


At December 31, 2020, we had $205.7 million outstanding under our Term Loan. The applicable margin on 
amounts outstanding under the Credit Agreement is 2.50%, in the case of LIBOR-based loans, and 1.50%, in the 
case of an alternate base rate loan. In each case the applicable margin is subject to a 25 basis point reduction if 
our secured net leverage ratio (as defined in the Credit Agreement) as of the last day of the preceding fiscal 
quarter is not greater than 1.00 to 1.00, as reflected in certain financial reports required under the Credit 
Agreement. Given our borrowings are floating rate, we considered a hypothetical 100 basis point change in the 
base rate of our outstanding borrowings and determined that annual interest expense would change by an 
estimated $2.1 million, either an increase or decrease, depending on the direction of the change in the base rate. 


Item 8. Financial Statements and Supplementary Data. 


The audited consolidated financial statements, including the Report of Independent Registered Public 
Accounting Firm and the required supplementary quarterly information, required by this item are presented under 
Item 15 “Exhibits and Financial Statement Schedules” beginning on page F-1. 


Item 9. Changes in and Disagreements With Accountants on Accounting and Financial Disclosure. 


None. 
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Item 9A. Controls and Procedures. 
Evaluation of Disclosure Controls and Procedures 


We maintain disclosure controls and procedures designed to ensure that information required to be disclosed 
in reports filed or submitted under the Securities Exchange Act of 1934, as amended (the “Exchange Act’), is 
recorded, processed, summarized and reported within the time periods specified in the SEC’s rules and forms and 
that such information is accumulated and communicated to management, including our Chief Executive Officer 
and Chief Financial Officer, as appropriate, to allow timely decisions regarding required disclosure. Any controls 
and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving 
the desired control objectives. 


Our management, with the participation of our Chief Executive Officer and our Chief Financial Officer, 
evaluated the effectiveness of our disclosure controls and procedures (as defined in Rules 13a-15(e) and 
15d-15(e) of the Exchange Act) as of the end of the period covered by this Annual Report on Form 10-K. Based 
on their evaluation, our Chief Executive Officer and Chief Financial Officer concluded that the Company’s 
disclosure controls and procedures were effective at the reasonable assurance level as of December 31, 2020, the 
end of the period covered by this Annual Report on Form 10-K. 


Changes in Internal Controls over Financial Reporting 


There have been no changes in our internal control over financial reporting (as defined in Rule 13a-15(f) or 
15d-15(f) under the Exchange Act) that occurred during the fourth quarter of fiscal 2020 that have materially 
affected, or are reasonably likely to materially affect, our internal control over financial reporting. 


Management’s Report on Internal Control over Financial Reporting 


Our management, with the participation of our Chief Executive Officer and Chief Financial Officer, is 
responsible for establishing and maintaining adequate internal control over financial reporting, as defined in 
Rules 13a-15(f) or 15d-15(f) of the Exchange Act. Because of its inherent limitations, internal control over 
financial reporting may not prevent or detect misstatements. Projections of any evaluation of effectiveness to 
future periods are subject to the risk that controls may become inadequate because of changes in conditions, or 
that the degree of compliance with the policy or procedures may deteriorate. Under the supervision and with the 
participation of our management, including our Chief Executive Officer and Chief Financial Officer, we have 
conducted an evaluation of the effectiveness of our internal control over financial reporting as of December 31, 
2020 based upon the Internal Control-Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Based on this evaluation, management, including our Chief 
Executive Officer and Chief Financial Officer, has concluded that our internal control over financial reporting 
was effective as of December 31, 2020. 


The effectiveness of our internal control over financial reporting as of December 31, 2020 has been audited 


by Deloitte & Touche LLP, our independent registered public accounting firm, as stated in their report, which is 
included in Item 15 “Exhibits and Financial Statement Schedules” of this Annual Report on Form 10-K. 


Item 9B. Other Information. 


None. 


45 


PART III 


Item 10. Directors, Executive Officers and Corporate Governance. 


Information required by this Item 10 is incorporated herein by reference to our definitive proxy statement 
for our 2021 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 


Item 11. Executive Compensation. 


Information required by this Item 11 is incorporated herein by reference to our definitive proxy statement 
for our 2021 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder 
Matters. 


Information required by Item 403 of Regulation S-K is incorporated herein by reference to our definitive 
proxy statement for our 2021 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the 
Exchange Act. 


The following table sets forth information as of December 31, 2020 with respect to compensation plans 
under which shares of our common stock may be issued: 


EQUITY COMPENSATION PLAN INFORMATION 


—))__.,, — _ © 
Number of Number of 
securities to be securities remaining 
issued available for future 
upon exercise of Weighted-average issuance under equity 
outstanding exercise price of compensation plans 
options, outstanding (excluding securities 
warrants options, warrants reflected 
Plan Category and rights and rights (1) in column (a)) 
Equity compensation plans approved by security 
NOIMETS (2). sccisiees die: bask eng hide Radek oa Gek weg ih PORE 534,378 $55.18 343,165 
Equity compensation plans not approved by security 
HOMME, 35.4) sed soe aedespatnd-ge aGetenandca Peon arg adap abana geasals — — — 
Ota! .i.8 ed dio pode eee hs tees ooo Swe eee 534,378 $55.18 343,165 


(1) The weighted-average exercise price set forth in this column is calculated excluding outstanding restricted 
stock unit awards (“RSUs”) since recipients of such awards are not required to pay an exercise price to 
receive the shares subject to these awards. 

(2) Represents 1,193 shares of common stock issuable upon the exercise of stock options and 533,185 shares of 
our common stock issuable upon the vesting of RSUs outstanding under the Company’s Omnibus Incentive 
and Equity Plan (the “Omnibus Plan”). Of the 2,820,000 maximum number of shares of our common stock 
authorized for issuance under the Omnibus Plan, 116,808 shares of common stock have been issued on a 
cumulative basis in the form of direct grants to directors. 


Item 13. Certain Relationships and Related Transactions, and Director Independence. 


Information required by this Item 13 is incorporated herein by reference to our definitive proxy statement 
for our 2021 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 


Item 14. Principal Accounting Fees and Services. 


Information required by this Item 14 is incorporated herein by reference to our definitive proxy statement 
for our 2021 Annual Meeting of Shareholders to be filed pursuant to Regulation 14A under the Exchange Act. 
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PART IV 


Item 15. Exhibits and Financial Statement Schedules. 


(a)(1) Financial Statements: The following Report of Independent Registered Public Accounting Firm and 


Consolidated Financial Statements of Virtus are included in this Annual Report: 

Report of Independent Registered Public Accounting Firm 

Consolidated Balance Sheets as of December 31, 2020 and 2019 

Consolidated Statements of Operations for the Years Ended December 31, 2020, 2019 and 2018 


Consolidated Statements of Comprehensive Income for the Years Ended December 31, 2020, 2019 
and 2018 


Consolidated Statements of Changes in Stockholders’ Equity for the Years Ended December 31, 
2020, 2019 and 2018 


Consolidated Statements of Cash Flows for the Years Ended December 31, 2020, 2019 and 2018 


Notes to Consolidated Financial Statements 


(a)(2) Financial Statement Schedules: 


All financial statement schedules have been omitted because the required information is either presented in 


the consolidated financial statements or the notes thereto or is not applicable or required. 


Exhibit 
Number 


(2) 
2.1 


2d 


2.3 


2.4 


(3) 
3.1 


32 


(a)(3) Exhibits: 


The following exhibits are filed herewith or incorporated herein by reference: 


Exhibit Description 


Plan of Acquisition, Reorganization, Arrangement, Liquidation or Succession 


Separation Agreement, Plan of Reorganization and Distribution by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 2.1 of the Registrant’s Amendment No. 4 to Form 10, filed December 19, 2008). 


Agreement and Plan of Merger dated as of December 16, 2016 among the Registrant, 100 Pearl 
Street 2, LLC, Lightyear Fund II, AIV-2, L.P., and RidgeWorth Holdings LLC (incorporated by 
reference to Exhibit 2.1 to the Registrant’s Current Report on Form 8-K, filed December 22, 2016). 


Securities Purchase Agreement among the Registrant, Sustainable Growth Advisers, LP (“SGA”), 
SGIA, LLC, Estancia Capital Partners, L.P. and each of the management partners of SGA named 

therein, dated as of February 1, 2018 (incorporated by reference to Exhibit 2.3 of the Registrant’s 

Annual Report on Form 10-K, filed February 27, 2018). 


Membership Interest Purchase Agreement by and among the Registrant, Westchester Capital 
Management, LLC, Westchester Capital Partners, LLC, LPC Westchester, LP, MTSWCM Holdings, 
LLC, RDBWCM Holdings, LLC, and the Individual Equityholders (as defined therein), dated 
February 1, 2021. 


Articles of Incorporation and Bylaws 


Amended and Restated Certificate of Incorporation of the Registrant, dated December 18, 2008 
(incorporated by reference to Exhibit 3.1 of the Registrant’s Amendment No. 4 to Form 10, filed 
December 19, 2008). 


Amended and Restated Bylaws of the Registrant, as amended on February 14, 2018 (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, filed February 16, 2018). 
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Exhibit 
Number 


3.3 


3.4 


3.5 


3.6 


(4) 
4.1 


(10) 
10.1 


10.2 


10.3 


10.4 


10.5* 


10.6* 


10.7* 


10.8* 


10.9% 


Exhibit Description 


Certificate of Designations of Series A Non-Voting Convertible Preferred Stock and Series B Voting 
Convertible Preferred Stock of the Registrant, dated October 31, 2008 (incorporated by reference to 
Exhibit 4.2 of the Registrant’s Amendment No. 2 to Form 10, filed November 14, 2008). 


Certificate of Amendment of the Certificate of Designations of Series A Non-Voting Convertible 
Preferred Stock and Series B Voting Convertible Preferred Stock of the Registrant (incorporated by 
reference to Exhibit 3.1 of the Registrant’s Quarterly Report on Form 10-Q, filed August 13, 2009). 


Certificate of Designations of Series C Junior Participating Preferred Stock of the Registrant, dated 
December 29, 2008 (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on 
Form 8-K, filed January 2, 2009). 


Certificate of Designations of 7.25% Series D Mandatory Convertible Preferred Stock of the 
Registrant (incorporated by reference to Exhibit 3.1 of the Registrant’s Current Report on Form 8-K, 
filed February 1, 2017). 


Instruments Defining the Rights of Security Holders including Indentures 


Description of the Registrant’s Common Stock (Incorporated by reference to Exhibit 4.3 of the 
Registrant’s Annual Report on Form 10-K, filed February 27, 2020) 


Material Contracts 


Transition Services Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated as of December 18, 2008 (incorporated by reference to Exhibit 10.1 of the Registrant’ s 
Amendment No. 4 to Form 10, filed December 19, 2008). 


Tax Separation Agreement by and between The Phoenix Companies, Inc. and the Registrant, dated 
December 18, 2008 (incorporated by reference to Exhibit 10.2 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amendment to Tax Separation Agreement, dated April 8, 2009, by and between The Phoenix 
Companies, Inc. and the Registrant, dated as of December 18, 2008 (incorporated by reference to 
Exhibit 10.15 of the Registrant’s Annual Report on Form 10-K, filed April 10, 2009). 


Employee Matters Agreement by and between The Phoenix Companies, Inc. and the Registrant, 
dated December 18, 2008 (incorporated by reference to Exhibit 10.3 of the Registrant’s Amendment 
No. 4 to Form 10, filed December 19, 2008). 


Change in Control Agreement between George R. Aylward and the Registrant, effective as of 
December 31, 2008 (incorporated by reference to Exhibit 10.4 of the Registrant’s Amendment No. 4 
to Form 10, filed December 19, 2008). 


Amended and Restated Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan 
(incorporated by reference to Exhibit 10.1 of the Registrant’s Form 8-K, filed May 16, 2019). 


Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, effective as of November 1, 
2008 (incorporated by reference to Exhibit 10.6 of the Registrant’s Amendment No. 2 to Form 10, 
filed November 14, 2008). 


First Amendment to the Virtus Investment Partners, Inc. Non-Qualified Excess Investment Plan, 
effective as of February 1, 2010 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Quarterly Report on Form 10-Q, filed May 4, 2010). 


Virtus Investment Partners, Inc. Amended and Restated Executive Severance Allowance Plan, 
effective as of February 2, 2009 (incorporated by reference to Exhibit 10.1 of the Registrant’s 
Current Report on Form 8-K, filed February 4, 2009). 
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Exhibit 
Number 


10.10* 


10.11* 


10.12* 


10.13* 


10.14* 


10.15* 
10.16 


10.17 


10.18 


10.19 


10.20* 


32.1 


Exhibit Description 


Form of Non-Qualified Stock Option Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.4 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Restricted Stock Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.5 of the Registrant’s Quarterly 
Report on Form 10-Q, filed May 13, 2009). 


Form of Performance Share Units Agreement under the Virtus Investment Partners, Inc. Omnibus 
Incentive and Equity Plan (incorporated by reference to Exhibit 10.30 of the Registrant’s Quarterly 
Report on Form 10-Q, filed August 5, 2011). 


Form of Indemnity Agreement (incorporated by reference to Exhibit 10.4 to the Registrant’s 
Quarterly Report on Form 10-Q, filed November 4, 2009). 


Offer Letter from the Registrant to Barry M. Mandinach dated April 4, 2014 (incorporated by 
reference to Exhibit 10.1 of the Registrant’s Quarterly Report on Form 10-Q, filed May 7, 2014). 


Offer Letter from the Registrant to Wendy J. Hills dated July 26, 2019. 


Stock Purchase Agreement, dated October 27, 2016, between Bank of Montreal Holding Inc. and 
Virtus Investment Partners, Inc. (incorporated by reference to Exhibit 10.1 to the Registrant’s 
Current Report on Form 8-K filed October 27, 2016). 


Commitment Letter, dated as of December 16, 2016, among Barclays Bank PLC, Morgan Stanley 
Senior Funding, Inc. and Virtus Investment Partners, Inc. (incorporated by reference to Exhibit 10.1 
to the Registrant’s Current Report on Form 8-K filed December 22, 2016). 


Credit Agreement, dated as of June 1, 2017, by and among the Registrant, Morgan Stanley Senior 
Funding, Inc. as administrative agent, and the lenders party thereto (incorporated by reference to 
Exhibit 10.1 of the Registrant’s Current Report on Form 8-K, filed June 1, 2017). 


Amendment No. | to Credit Agreement with the Registrant, Morgan Stanley Senior Funding, Inc. as 
administrative agent, and the lenders party thereto (including, without limitation, the Amendment 
No. 1 Additional Term Lenders (as defined in the Amendment) to the Credit Agreement dated as of 
June 1, 2017 (incorporated by reference to Exhibit 10.1 of the Registrant’s Current Report on Form 
8-K, filed February 22, 2018). 


Form of Virtus Investment Partners, Inc. Performance Share Units Agreement (Special Integration 
Award) under the Virtus Investment Partners, Inc. Omnibus Incentive and Equity Plan (incorporated 
by reference to Exhibit 10.1 of the Registrant’s Quarterly Report on Form 10-Q, filed May 8, 2017). 


Subsidiaries of the Registrant 

Virtus Investment Partners, Inc. Subsidiaries List. 

Consents of Experts and Counsel 

Consent of Independent Registered Public Accounting Firm. 


Certifications of Registrant’s Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley 
Act of 2002. 


Certifications of Registrant’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 906 of the Sarbanes-Oxley Act of 2002. 
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Exhibit 
Number Exhibit Description 
101 The following information formatted in iXBRL (Inline Extensible Business Reporting Language): 

(i) Consolidated Balance Sheets as of December 31, 2020 and December 31, 2019, (ii) Consolidated 
Statements of Operations for the years ended December 31, 2020, 2019 and 2018, (111) Consolidated 
Statements of Comprehensive Income for the years ended December 31, 2020, 2019 and 2018, 
(iv) Consolidated Statements of Cash Flows for the years ended December 31, 2020, 2019 and 2018, 
(v) Consolidated Statements of Changes in Stockholders’ Equity for the years ended December 31, 
2020, 2019 and 2018 and (vi) Notes to Consolidated Financial Statements. 


104 Cover page Interactive Data File (embedded within the Inline XBRL document and included in 
Exhibit 101) 


* Management contract, compensatory plan or arrangement. 

The agreements and other documents filed as exhibits to this report are not intended to provide factual 
information or other disclosure other than the terms of the agreements or other documents themselves, and you 
should not rely on them for that purpose. In particular, any representations and warranties made by the Company 


in these agreements or other documents were made solely within the specific context of the relevant agreement or 
document and may not describe the actual state of affairs at the date they were made or at any other time. 


Item 16. Form 10-K Summary. 


None. 
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SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant 
has duly caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


Dated: February 26, 2021 


Virtus Investment Partners, Inc. 


By: /S/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by 
the following persons on behalf of the registrant and in the capacities indicated as of February 26, 2021. 


/S/ TIMOTHY A. HOLT /S/_ GEORGE R. AYLWARD 
Timothy A. Holt George R. Aylward 
Director and Non-Executive Chairman President, Chief Executive Officer and Director 
(Principal Executive Officer) 
/S/_ PETER L. BAIN /S/ SUSAN S. FLEMING 
Peter L. Bain Susan S. Fleming, Ph.D. 
Director Director 
/S/ PAUL G. GREIG /S/ MELODY L. JONES 
Paul G. Greig Melody L. Jones 
Director Director 
/S/ MARK C. TREANOR /S/ STEPHEN T. ZARRILLI 
Mark C. Treanor Stephen T. Zarrilli 
Director Director 


/S/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the shareholders and the Board of Directors of Virtus Investment Partners, Inc. 


Opinions on the Financial Statements and Internal Control over Financial Reporting 


We have audited the accompanying consolidated balance sheets of Virtus Investment Partners, Inc. and 
subsidiaries (the “Company”’) as of December 31, 2020 and 2019, the related consolidated statements of 
operations, comprehensive income, changes in stockholders’ equity and cash flows, for each of the three years in 
the period ended December 31, 2020, and the related notes (collectively referred to as the “financial statements”). 
We also have audited the Company’s internal control over financial reporting as of December 31, 2020, based on 
criteria established in Internal Control—Integrated Framework (2013) issued by the Committee of Sponsoring 
Organizations of the Treadway Commission (COSO). 


In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of the Company as of December 31, 2020 and 2019, and the results of its operations and its cash flows 
for each of the three years in the period ended December 31, 2020, in conformity with accounting principles 
generally accepted in the United States of America. Also, in our opinion, the Company maintained, in all 
material respects, effective internal control over financial reporting as of December 31, 2020, based on criteria 
established in Internal Control—Integrated Framework (2013) issued by COSO. 


Basis for Opinions 


The Company’s management is responsible for these financial statements, for maintaining effective internal 
control over financial reporting, and for its assessment of the effectiveness of internal control over financial 
reporting, included in the accompanying Management’s Report on Internal Control over Financial Reporting 
appearing under Item 9A. Our responsibility is to express an opinion on these financial statements and an opinion 
on the Company’s internal control over financial reporting based on our audits. We are a public accounting firm 
registered with the Public Company Accounting Oversight Board (United States) (PCAOB) and are required to 
be independent with respect to the Company in accordance with the U.S. federal securities laws and the 
applicable rules and regulations of the Securities and Exchange Commission and the PCAOB. 


We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we 
plan and perform the audits to obtain reasonable assurance about whether the financial statements are free of 
material misstatement, whether due to error or fraud, and whether effective internal control over financial 
reporting was maintained in all material respects. 


Our audits of the financial statements included performing procedures to assess the risks of material 
misstatement of the financial statements, whether due to error or fraud, and performing procedures to respond to 
those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and disclosures 
in the financial statements. Our audits also included evaluating the accounting principles used and significant 
estimates made by management, as well as evaluating the overall presentation of the financial statements. Our 
audit of internal control over financial reporting included obtaining an understanding of internal control over 
financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the design and 
operating effectiveness of internal control based on the assessed risk. Our audits also included performing such 
other procedures as we considered necessary in the circumstances. We believe that our audits provide a 
reasonable basis for our opinions. 


Definition and Limitations of Internal Control over Financial Reporting 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
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accordance with generally accepted accounting principles. A company’s internal control over financial reporting 
includes those policies and procedures that (1) pertain to the maintenance of records that, in reasonable detail, 
accurately and fairly reflect the transactions and dispositions of the assets of the company; (2) provide reasonable 
assurance that transactions are recorded as necessary to permit preparation of financial statements in accordance 
with generally accepted accounting principles, and that receipts and expenditures of the company are being made 
only in accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with the 
policies or procedures may deteriorate. 


Critical Audit Matter 


The critical audit matter communicated below is a matter arising from the current-period audit of the 
financial statements that was communicated or required to be communicated to the audit committee and that 
(1) relates to accounts or disclosures that are material to the financial statements and (2) involved our especially 
challenging, subjective, or complex judgments. The communication of critical audit matters does not alter in any 
way our opinion on the financial statements, taken as a whole, and we are not, by communicating the critical 
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to 
which it relates. 


Consolidation — Consolidation of Investment Products—Refer to Notes 2 and 19 to the financial statements 
Critical Audit Matter Description 


The Company is required to consolidate investment products to which it provides investment management 
services when it (1) has a majority voting interest in an investment product that is a voting interest entity (VOE) 
or otherwise has the power to govern the financial and operating policies of the entity; or (2) it is considered the 
primary beneficiary of an investment product that is a variable interest entity (VIE). The Company is required to 
evaluate whether an investment product is a VOE or a VIE upon its initial involvement with the investment 
product, or the occurrence of a reconsideration event. This assessment involves management’s judgment and is 
determined based on a variety of factors including the capital structure of the investment product, the investment 
product’s activities, the equity investment at risk, and the proportionate voting and economic interests of the 
investors in the investment product including the Company. 


For each investment product that is considered a VIE, the Company performs a primary beneficiary analysis 
to determine if it holds a controlling financial interest in the investment product. A controlling financial interest 
is defined as (a) the power to direct the activities of a VIE that most significantly impact the VIE’s economic 
performance and (b) the obligation to absorb losses of the VIE that could potentially be significant to the VIE or 
the right to receive benefits from the VIE that could potentially be significant to the VIE. The evaluation of these 
two criteria involves judgments to analyze the governing documents of the investment product. The level of 
judgment required may vary in significance based on the complexity of the voting rights and structure economic 
interests of the investment product and the facts and circumstances of the Company’s investment. 


How the Critical Audit Matter Was Addressed in the Audit 
Our audit procedures related to testing the consolidation assessment of VIEs included the following: 


« We tested the design and operating effectiveness of controls over management’s review of the 
consolidation analysis of new or modified investment products during the year. 


F-3 


» We read the governing documents (including the collateral management agreement, preference share 
subscription agreement and credit agreement, if applicable) of each investment product to confirm that: 


"Key facts included in management’s consolidation analysis are consistent with the governing 
documents and the Company’s interests in the investment products; 


* Relevant terms impacting the consolidation analysis under GAAP were considered including the 
evaluation of whether the investment product is a VOE or VIE; 


= The Company’s assessment effectively identifies the primary beneficiary of those investment 
products considered to be VIEs through an analysis of the power to direct activities of the VIE and 
the obligation to absorb losses or the right to receive benefits from the VIE. 


/s/ DELOITTE & TOUCHE LLP 


Hartford, Connecticut 
February 26, 2021 


We have served as the Company’s auditor since 2018. 
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Virtus Investment Partners, Inc. 


Consolidated Balance Sheets 


December 31, December 31, 


2020 2019 
(in thousands, except share data) 
Assets: 
Cash and-cashéquivalents: 13.40 s4.420es eae saa dt teas eAW Ede eed es $ 246,511 $ 221,781 
Investments. 24 h.eeie 4bbdds ache dae Banko oes He oO Ss RES baw ces eS 64,944 83,206 
ACcoumnts TECELVADISy MEE ea. a 5.6 id sete de, Fp hele Bigs Swear arena elena eee a ee Beeld hone 84,499 74,132 
Assets of consolidated investment products (“CIP’’) 
Cash and cash equivalents of CIP 2 cic en tee and eee Meee ee Ree oe oaks 86,980 99,691 
Cash pledged or on deposit of CIP ... 0... 0... ee eee 6,358 467 
Investments of CIP... cette eee eens 2,333,277 2,030,110 
Otherassets:of CIP 3.6.6 eiabie bie decors SU oe oka o ae eee eae 13,430 23,612 
Furniture, equipment and leasehold improvements, net ................-..-.005. 14,488 18,150 
Intangible: assets, NEC. i53 da cGgeeie Hew eho dsaenwedbied ed ee dee sedawege 280,264 310,391 
GOOG WAN ssh oe gedit canacees Sete natesy ae enacdeseacceacacden iuseusdvunteaeGase bated d.scisteslaransta tend dae chests 290,366 290,366 
Deferred taxes, NEE <:26uc.darnrekeesaeew Ose Ghdese dab aad ae ews wodatary HN 9,538 15,879 
Other ASSets: id 4.6 ies he oe hed ears ke Ge eae BS SE Rw ies 36,288 36,849 
Total assets ..b2c06%38 ¢eiuudssgndsiduee bd hede cee etioe ide bea tiacwns $3,466,943 $3,204,634 
Liabilities and Equity 
Liabilities: 
Accrued compensation and benefits 2.1.0.0... 0.0.0.0 e cece eens $ 122,514 $ 101,377 
Accounts payable and accrued liabilities ..... 0.0... ec 25,357 23,308 
Dividends payable: sie ss \ace gle saceek diet iepnacd ata Blast deplaneadl pdslae Disc weaRGbn aad lp gonad 9,013 8,915 
DGD inc dad v-nsd ak Stioceed dasa Roadaahar dae dade bie ated 2nd aod thud ea ade 201,212 277,839 
Othier abrlities® (s,s neisiscaceedcisy cee bce Bac tha bles Ae eee dey abide ee Saw aw oe oA A 36,120 40,507 
Liabilities of CIP 
Notes payable:of CIP’ siaccsnsc tated doe bd elu Rie eee ease days 2,190,445 1,834,535 
Securities purchased payable and other liabilities of CIP ................0.. 45,829 168,051 
LOtal alts .§ 6.4.6. ce 35.008 GG dh we GS Ryle te edad acleugs ane Sod deal aw av ace lata, Gear blls 2,630,490 2,454,532 
Commitments and Contingencies (Note 11) 
Redeemable noncontrolling interests ....... 0.0... cee teens 115,513 63,845 
Equity: 


Equity attributable to stockholders: 
Series D mandatory convertible preferred stock, $0.01 par value, 0 and 1,150,000 

shares authorized, issued and outstanding at December 31, 2020 and December 31, 

DVD ocr crocs 008 &, Se lata Ach Be, Ahad abe ed ems ean esa ee 2A isles Srariewa ed Sale Bee _— 110,843 
Common stock, $0.01 par value, 1,000,000,000 shares authorized; 11,790,869 shares 

issued and 7,583,466 shares outstanding at December 31, 2020 and 10,736,887 


shares issued and 6,809,280 shares outstanding at December 31, 2019 .......... 118 107 
Additional paid-in: capital’ -......0;3 325-4004 Ae hic tenes page ndeiw ie Chee dete 1,298,002 1,199,205 
Retained earnings (accumulated deficit) .... 0... 2. cece eee eee (135,259) (215,216) 
Accumulated other comprehensive income (loss) ........... 0000 cece eee eee eee 29 9 
Treasury stock, at cost, 4,207,403 and 3,927,607 shares at December 31, 2020 and 

December 315.2019, respectively .4)cce keke ets cage esaces paSSG bet was (451,749) (419,249) 
Total equity attributable to stockholders ....... 0.0... 0... cece eee eee 711,141 675,699 
Noncontrollan&: iterests':sisceis-gceracessd dans caag ch be tae arena daplanectanstalalacdestacace vibe tals Sew le 9,799 10,558 
Total equity: <s. a0 5a ceeiewdache 6 oe bah aN A ee ee ae eos Ges 720,940 686,257 

Total liabilities and equity ......... 2.0... cece cece eens $3,466,943 $3,204,634 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Operations 


Years Ended December 31, 


2020 2019 2018 
(in thousands, except per share data) 
Revenues 
Investment management fees ............. 000 cece eee $505,338 $461,477 $437,021 
Distribution and service fees ..... 0.0... ccc cc eee eee eens 38,425 40,898 50,715 
Administration and shareholder service fees ............ 0000 cece ee eee 59,463 59,884 63,614 
Other income: and feES: 5.0.35 ess cies, Ghee a dh POA ee EOS 670 987 885 
TOtalL TSE VENUES! its tit-cved, a be Gio ow dino e Mae FER AGAR Ss aid < Se ey ede 603,896 563,246 552,235 
Operating Expenses 
Employment expenses: 64.20 .0cdcayedsdawesdbee vee deedieteew eae 267,299 240,521 238,501 
Distribution and other asset-based expenses .......... 0.000 eee eee eee 77,010 82,099 92,441 
Other operating expenses ....... 0... 2. ete ee 69,896 74,363 74,853 
Other operating expenses of consolidated investment products (“CIP”) ...... 10,585 4,015 3,515 
Restructuring and severance .. 1.6... eee eee eens 1,155 2,302 87 
Depreciation:EX pense: sii. se aioe ene sek Gow awed dre hvala ees wae aaa a Oe 4,660 4,992 4,597 
AMOTMIZAUION- EXPENSE? sss 05.0 bade Ga TS ewe Hee eae ewe ese e bes 30,127 30,244 25,142 
Total operating Expenses: sis ccsucsis vaca eases dans we lowe Ohare oy RRA 460,732 438,536 439,136 
Operating Income (Loss) ................. 00 0c cee teenies 143,164 124,710 113,099 
Other Income (Expense) 
Realized and unrealized gain (loss) on investments, net ...............04. 7,139 7,044 (5,217) 
Realized and unrealized gain (loss) of CIP, net .......... 0.0.0... eee eee (1,965) (1,202) (21,252) 
Other income (Expense), NE iyi, cctv gee aud, elds glee a ed ay ae Asa ek 1,876 2,411 3,289 
Total other income (expense), Net .. 6... ee eee eee 7,050 8,253 (23,180) 
Interest Income (Expense) 
IMPETESL EXPENSE ss. graieciiegvaccne @, dalla. suisd op SON eal aS walea ny ALS Ane eens (11,894) (19,473) (19,445) 
Interest and dividend income ........... 0.0 c cece 1,367 3,844 4,999 
Interest and dividend income of investments of CIP .................0045 109,648 = 115,356 98,356 
Interest expense Of CIP: 22 isacieiegbbdoon et Bega ee geese dS bh betes (85,437) (92,005) (64,788) 
Total interest income (expense), Net ........ eee eee eee 13,684 7,722 19,122 
Income (Loss) Before Income Taxes ................000 0c e cece ens 163,898 140,685 109,041 
Income tax:expense (benefit) s.in5 054 cease ane eda eaeledbhnes ao ee elds 43,935 35,177 32,961 
Net Income (Loss) ...........0 00.00 eee n tenes 119,963 105,508 76,080 
Noncontrolling interests 2.2... 0... eee cette eens (40,006) (9,859) (551) 
Net Income (Loss) Attributable to Stockholders ...................... 79,957 95,649 75,529 
Preferred stockholder dividends ............. 000 ccc eee een eee ene — (8,337) (8,337) 
Net Income (Loss) Attributable to Common Stockholders ............. $ 79,957 $ 87,312 $ 67,192 
Earnings (Loss) per Share-Basic ............ 00.000. c eee eee eee $ 1049 $ 1254 $ 9.37 
Earnings (Loss) per Share-Diluted ................ 00.0000. ee eee $ 10.02 $ 11.74 $ 8.86 
Weighted Average Shares Outstanding-Basic ......................-. 7,620 6,963 7,174 
Weighted Average Shares Outstanding-Diluted ...................... 7,976 8,149 8,527 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Comprehensive Income 


Years Ended December 31, 
2020 2019 2018 
(in thousands) 
Net Income: (L088). vsc-0%.5. 400 ce dao FP ee dow wade atone $119,963 $105,508 $76,080 


Other comprehensive income (loss), net of tax: 
Foreign currency translation adjustment, net of tax of $(7), $(5) and $6 for 
the years ended December 31, 2020, 2019 and 2018 ................. 20 14 (17) 
Unrealized gain (loss) on available-for-sale securities, net of tax of $111 
for the year ended December 31, 2018 ........... 00... c eee eee ee — — (292) 


Other comprehensive income (loss) ... 6.0.0.0... eee eee ee eee 20 14 (309) 


Comprehensive income (loss) ....... 0... eee cece eee eee eee nee 119,983 105,522 = 75,771 
Comprehensive (income) loss attributable to noncontrolling interests ........ (40,006) (9,859) (551) 


Deets shee weed oe $ 79,977 $ 95,663 $75,220 


Comprehensive income (loss) attributable to stockholders 


The accompanying notes are an integral part of these consolidated financial statements. 
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Virtus Investment Partners, Inc. 


Consolidated Statements of Cash Flow 


Years Ended December 31, 
2020 2019 2018 

(in thousands) 
Cash Flows from Operating Activities: 

Net imceoiie: (1088). ys a 85 bee abd w a oho wS Gu ae eed seed $ 119,963 $ 105,508 $ 76,080 

Adjustments to reconcile net income (loss) to net cash provided 

by (used in) operating activities: 
Depreciation expense, intangible asset and other 


AMOIZAION sf 40 3 Hate Fe aie e Saw ok bE wes wees, BS 38,853 39,643 33,426 
Stock-based compensation ........... 0.0: e eee eee ee 21,481 22,230 23,100 
Amortization of deferred commissions ................- 2,052 2,940 3,847 
Payments of deferred commissions ...............-000- (2,089) (2,097) (4,218) 
Equity in earnings of equity method investments ......... (1,964) (2,600) (3,703) 
Realized and unrealized (gains) losses on 

investments, net ..... 0.0.0... eee eee (7,128) (6,855) 5,736 
Distributions from equity method investments ........... 1,192 828 4,178 
Sales (purchases) of investments, net ...............04. 12,296 9,057 4,995 
(Gain) loss on extinguishment of debt ................. (705) — — 
Deferred taxes, net... 0... 0. ccc eee eee teens 6,332 5,982 10,429 

Changes in operating assets and liabilities: 
Accounts receivable, net and other assets ............... (9,698) (1,382) 24,833 
Accrued compensation and benefits, accounts payable, 
accrued liabilities and other liabilities ............... 13,743 (2,991) (24,714) 


Operating activities of consolidated investment 
products (“CIP”): 
Realized and unrealized (gains) losses on investments of 


CIP Gb 653th aod BOGE PEND GaN eee (5,889) (106) 18,706 
Purchases of investments by CIP ...................-. (1,304,723) (1,029,746) (1,106,991) 
Sales of investments by CIP .......... 0.0.0.0. 2c 883,888 810,749 874,279 
Net proceeds (purchases) of short term investments 

DY CIP! iwec hide iad nee eae aaea ae iedes Smee s (1,092) 4,402 (552) 
(Purchases) sales of securities sold short by CIP, net ...... 158 1,241 209 
Change in other assets of CIP ......... 0.0.0.0. 00 eee 388 998 (628) 
Change in liabilities of CIP ...................2.022055 (4,330) 971 (1,567) 
Amortization of discount on notes payable of CIP ........ 11,169 4,505 —_ 

Net cash provided by (used in) operating activities ... (226,103) (36,723) (62,555) 
Cash Flows from Investing Activities: 
Capital expenditures and other asset purchases .......... (1,043) (7,555) (11,717) 
Change in cash and cash equivalents of CIP due to 

consolidation (deconsolidation), net ................-. 9,724 9,980 (113) 
Acquisition of business, net of cash acquired ............ —_ —_ (126,995) 
Sale of available-for-sale securities ................05. — 2,023 37,785 
Purchases of available-for-sale securities ............... — — (20,188) 

Net cash provided by (used in) investing activities ... 8,681 4,448 (121,228) 
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Years Ended December 31, 


2020 2019 2018 
Cash Flows from Financing Activities: 
Issuancé Of debt: 22s whe oc:htncda sek de Rae paperie ns Meta eos aes — — 105,000 
Payment of long term debt ........ 0.0.0... cece eee eee (79,086) (54,851) (23,776) 
Payment of deferred financing costs .......... 0.0.00 e ee eee — _— (3,810) 
Repurchase of common shares .......... 0.0.0 c eee ee eee eee (32,500) (40,000) (27,501) 
Preferred stock dividends paid .......... 0... 00.2 e eee eee eee (2,084) (8,338) (8,338) 
Common stock dividends paid .......... 0.0.00. eee eee eee (22,800) (16,977) (14,038) 
Proceeds from exercise of stock options .................04. 163 726 819 
Taxes paid related to net share settlement of restricted 
SEO CK MICS soso ce ans aencdicsig ce: heteeceredcs, 6 ieice he chodn ea del arranatte autonend aumento ds Wes (6,608) (7,696) (6,591) 
Net subscriptions received from (redemptions/distributions paid 
to) noncontrolling interests ....... 0.0... cece eee eee (7,263) 7,786 (5,512) 
Financing activities of CIP 
Borrowings: by CIP execu snncciaiee dd nae epee an Beane oo anu 779,982 414,605 857,404 
Payments on borrowings by CIP ............ 00.2 e eee ee eee (394,472) (195,697) (669,500) 
Net cash provided by (used in) financing activities ........ 235,332 99,558 204,157 
Net increase (decrease) in cash and cash equivalents .................. 17,910 67,283 20,374 
Cash, cash equivalents and restricted cash, beginning of year ........... 321,939 254,656 234,282 
Cash, cash equivalents and restricted cash, end of year................. $ 339,849 $ 321,939 $ 254,656 
Supplemental Disclosure of Cash Flow Information 
Interest paid i csncind ote oa daw ose pee nbd nathan we eee $ 8,857 $ 18,072 $ 11,846 
Income takes: paid, NEb cco ale esas aie eiehee ad hepaed Apap ace ee eee ee 35,388 29,062 23,800 
Supplemental Disclosure of Non-Cash Investing and Financing Activities 
Capitaliexpenmditures: wg) 2s ces. dees sige teat iacahneac aval ace dssaece Ralasa.ces $ 55 $ (1,791) $ 2,165 
Conversion of preferred stock to common stock .............. 115,000 — — 
Preferred stock dividends payable .....................000. — 2,084 2,084 
Common stock dividends payable .....................000. 6,218 4,562 3,849 
Increase (Decrease) to noncontrolling interests due to 
consolidation (deconsolidation) of CIP, net................ 17,137 (13,926) 56 
December 31, 
2020 2019 
(in thousands) 
Reconciliation of cash, cash equivalents and restricted cash 
Cash and cash equivalents ............ 000: e cece eee eee $ 246,511 $ 221,781 
Cash of consolidated investment products ...............0 00-00 ee 86,980 99,691 
Cash pledged or on deposit of consolidated investment products ..... 6,358 467 
Cash, cash equivalents and restricted cash at end of year ........... $ 339,849 $ 321,939 


The accompanying notes are an integral part of these consolidated financial statements. 
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Notes to Consolidated Financial Statements 


1. Organization and Business 


29 66 99 66. 29 66 


Virtus Investment Partners, Inc. (the “Company,” “we,” “us,” “our” or “Virtus”), a Delaware corporation, 
operates in the investment management industry through its subsidiaries. 


The Company provides investment management and related services to individuals and institutions. The 
Company’s retail investment management services are provided to individuals through products consisting of 
U.S. 1940 Act mutual funds and Undertaking for Collective Investment in Transferable Securities (“UCITS” or 
“offshore funds” and collectively, with U.S. 1940 Act mutual funds, “open-end funds”), exchange traded funds 
(“ETFs”), closed-end funds (collectively, with open-end funds and ETFs, “funds”’) and retail separate accounts. 
Institutional investment management services are offered through separate accounts and pooled or commingled 
structures to a variety of institutional clients. The Company also provides subadvisory services to other 
investment advisers and serves as the collateral manager for structured products. 


2. Summary of Significant Accounting Policies 
Principles of Consolidation and Basis of Presentation 


The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”). The consolidated financial statements 
include the accounts of the Company, its subsidiaries and investment products that are consolidated. Voting 
interest entities (“WOEs”) are consolidated when the Company is considered to have a controlling financial 
interest, which is typically present when the Company owns a majority of the voting interest in an entity or 
otherwise has the power to govern the financial and operating policies of the entity. 


The Company evaluates any variable interest entity (“WVIEs’’) in which the Company has a variable interest 
for consolidation. A VIE is an entity in which either (i) the equity investment at risk is not sufficient to permit the 
entity to finance its own activities without additional financial support or (ii) where as a group, the holders of the 
equity investment at risk do not possess: (x) the power through voting or similar rights to direct the activities that 
most significantly impact the entity’s economic performance; (y) the obligation to absorb expected losses or the 
right to receive expected residual returns of the entity; or (z) proportionate voting and economic interests and 
where substantially all of the entity’s activities either involve or are conducted on behalf of an investor with 
disproportionately fewer voting rights. If an entity has any of these characteristics, it is considered a VIE and is 
required to be consolidated by its primary beneficiary. The primary beneficiary is the entity that has both the 
power to direct the activities that most significantly impact the VIE’s economic performance and has the 
obligation to absorb losses of, or the right to receive benefits from, the VIE that could potentially be significant 
to the VIE. See Note 19 for additional information related to the consolidation of investment products. 
Intercompany accounts and transactions have been eliminated. 


Noncontrolling Interests 
Noncontrolling interests—CIP 


Noncontrolling interests—CIP represent third-party investments in the Company’s CIP and are classified as 
redeemable noncontrolling interests in the Consolidated Balance Sheets because investors in those products are 
able request withdrawal at any time. 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


Noncontrolling interests—affiliate 


Noncontrolling interests—affiliate represent minority interests held in a consolidated affiliate. These 
interests are subject to holder put rights and Company call rights at established multiples of earnings before 
interest, taxes, depreciation and amortization and, as such, are considered redeemable at other than fair value. 
The rights are exercisable at pre-established intervals (between four and seven years from their issuance) or upon 
certain conditions such as retirement. The put and call rights are not legally detachable or separately exercisable 
and are deemed to be embedded in the related noncontrolling interests. The Company, in purchasing affiliate 
equity, has the option to settle in cash or shares of the Company’s common stock and is entitled to the cash flow 
associated with any purchased equity. Minority interests in an affiliate are recorded at estimated redemption 
value within redeemable noncontrolling interests in the Consolidated Balance Sheets and any changes in the 
estimated redemption value are recorded in the Consolidated Statements of Operations within noncontrolling 
interests. 


Use of Estimates 


The preparation of the consolidated financial statements requires management to make certain estimates and 
assumptions that affect the reported amounts of assets and liabilities and the disclosures of contingent assets and 
liabilities at the dates of the consolidated financial statements and the reported amounts of revenues and expenses 
during the reporting periods. Management believes the estimates used in preparing the consolidated financial 
statements are reasonable and prudent. Actual results could differ from those estimates. 


Segment Information 


Accounting Standards Codification (“ASC”) 280, Segment Reporting, establishes disclosure requirements 
relating to operating segments in annual and interim financial statements. Operating segments are defined as 
components of an enterprise about which separate financial information is available that is regularly evaluated by 
the chief operating decision maker in deciding how to allocate resources to the segment and assess its 
performance. The Company operates in one business segment, namely as an asset manager providing investment 
management and related services for individual and institutional clients. The Company’s Chief Executive Officer 
is the Company’s chief operating decision maker. Although the Company provides disclosures regarding assets 
under management and other asset flows by product, the Company’s determination that it operates in one 
business segment is based on the fact that the same investment professionals manage both retail and institutional 
products, operational resources support multiple products, such products have the same or similar regulatory 
framework and the Company’s chief operating decision maker reviews the Company’s financial performance on 
a consolidated level. Investment managers within the Company are generally not aligned with specific product 
lines. 


Cash and Cash Equivalents 


Cash and cash equivalents consist of cash in banks and money market fund investments. 


Restricted Cash 


The Company considers cash and cash equivalents of CIP and cash pledged or on deposit of CIP to be 
restricted as it is not available to the Company for its general operations. 
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Investments 


Investment securities—fair value 


Investment securities—fair value consist primarily of investments in the Company’s sponsored funds, 
equity securities and trading debt securities and are carried at fair value in accordance with ASC 320, 
Investments-Debt and Equity Securities (“ASC 320”), and Topic 321, Investments-Equity Securities (“ASC 
321’). These securities are marked to market based on the respective publicly quoted net asset values of the 
funds or market prices of the equity securities or bonds. These securities transactions are recorded on a trade date 
basis. Any unrealized appreciation or depreciation on investment securities is reported in the Consolidated 
Statement of Operations within realized and unrealized gain (loss) on investments. 


Equity Method Investments 


Equity method investments consist of Company investments in noncontrolled entities, where the Company 
does not hold a controlling financial interest but has the ability to significantly influence operating and financial 
matters. Equity method investments are accounted for under the equity method of accounting in accordance with 
ASC 323, Investments-Equity Method and Joint Ventures. Under the equity method of accounting, the 
Company’s share of the noncontrolled entities’ net income or loss is recorded in other income (expense), net in 
the Consolidated Statements of Operations. Distributions received reduce the Company’s investment. The 
investment is evaluated for impairment if events or changes indicate that the carrying amount exceeds its fair 
value. If the carrying amount of an investment does exceed its fair value and the decline in fair value is deemed 
to be other-than-temporary, an impairment charge will be recorded. 


Non-qualified Retirement Plan Assets and Liabilities 


The Company has a non-qualified retirement plan (the “Excess Incentive Plan”) that allows certain 
employees to voluntarily defer compensation. Assets held in trust, which are considered investment securities, 
are included in investments at fair value in accordance with ASC 820, Fair Value Measurement (“ASC 820”); 
the associated obligations to participants, which approximate the fair value of the associated assets, are included 
in other liabilities in the Consolidated Balance Sheets. See Note 5 for additional information related to the Excess 
Incentive Plan. 


Deferred Commissions 


Deferred commissions, which are included in other assets in the Consolidated Balance Sheets, are 
commissions paid to broker-dealers on sales of certain mutual fund share classes. Deferred commissions are 
recovered by the receipt of monthly asset-based distributor fees from the mutual funds or contingent deferred 
sales charges received upon redemption of shares within the contingent deferred sales charge period, depending 
on the fund share class. The deferred costs resulting from the sale of shares are amortized on a straight-line basis 
over the period during which redemptions by the purchasing shareholder are subject to a contingent deferred 
sales charge, depending on the fund share class, or until the underlying shares are redeemed. Deferred 
commissions are periodically assessed for impairment. If impairment is indicated, impairment adjustments are 
recognized in operating income as a component of amortization of deferred commissions. 


Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements are recorded at cost. Depreciation is computed using the 
straight-line method over the estimated useful lives of three to seven years for furniture and office equipment and 
three to five years for computer equipment and software. Leasehold improvements are depreciated over the 
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shorter of the remaining estimated lives of the related leases or useful lives of the improvements. Major renewals 
or betterments are capitalized, and recurring repairs and maintenance are expensed as incurred. 


Leases 


The Company leases office space and equipment under various leasing arrangements. In accordance with 
Accounting Standards Update (“ASU”) 2016-02, Leases, the Company’s leases are evaluated and classified as 
either financing leases or operating leases, as appropriate. The Company recognizes a lease liability and a 
corresponding right of use (“ROU”) asset on the commencement date of any lease arrangement. The lease 
liability is initially measured at the present value of the future lease payments over the lease term using the rate 
implicit in the arrangement or, if not readily determinable, the Company’s incremental borrowing rate. The 
Company determines its incremental borrowing rate through market sources, including relevant industry rates. A 
ROU asset is measured initially as the value of the lease liability plus initial direct costs and prepaid lease 
payments, and less lease incentives received. Lease expense is recognized on a straight-line basis over the lease 
term and is recorded within other operating expenses in the Consolidated Statement of Operations. 


Goodwill and Intangible Assets 


Goodwill represents the excess of the purchase price of acquisitions and mergers over the identified assets 
and liabilities acquired. In accordance with ASC 350, Goodwill and Other Intangible Assets, goodwill is not 
amortized. A single reporting unit has been identified for the purpose of assessing potential impairments of 
goodwill. An impairment analysis of goodwill is performed annually or more frequently, if warranted by events 
or changes in circumstances affecting the Company’s business. The Company follows the Financial Accounting 
Standards Board’s (the “FASB”) ASU 2011-08, Testing Goodwill for Impairment, which provides the option to 
first assess qualitative factors to determine whether the existence of events or circumstances leads to a 
determination that it is more likely than not that the fair value of a reporting unit is less than its carrying amount. 
If, after assessing the totality of events or circumstances, it is determined that it is not more likely than not that 
the fair value of a reporting unit is less than its carrying amount, then performing the two-step impairment test is 
unnecessary. The Company’s 2020 and 2019 annual goodwill impairment analysis did not result in any 
impairment charges. 


Definite-lived intangible assets are comprised of certain fund investment advisory contracts, trade names 
and non-competition agreements. These assets are amortized on a straight-line basis over the estimated useful 
lives of such assets, which range from zero to five years. Definite-lived intangible assets are evaluated for 
impairment on an ongoing basis whenever events or circumstances indicate that the carrying value of the 
definite-lived intangible asset may not be recoverable. The Company determines if impairment has occurred by 
comparing estimates of future undiscounted cash flows to the carrying value of assets. Assets are considered 
impaired, and an impairment is recorded, if the carrying value exceeds the expected future undiscounted cash 
flows. 


Indefinite-lived intangible assets are comprised of certain trade names and fund investment advisory 
contracts. These assets are tested for impairment annually or when events or changes in circumstances indicate 
the assets might be impaired. The Company follows ASU 2012-02, Testing Indefinite-Lived Intangible Assets for 
Impairment, which provides the option to perform a qualitative assessment of indefinite-lived intangible assets 
other than goodwill for impairment to determine if additional impairment testing is necessary. The Company’s 
2020 and 2019 annual indefinite-lived intangible assets impairment analysis did not result in any impairment 
charges. 
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Treasury Stock 


Treasury stock is accounted for under the cost method and is included as a deduction from equity in the 
Stockholders’ Equity section of the Consolidated Balance Sheets. Upon any subsequent resale, the treasury stock 
account is reduced by the cost of such stock. 


Revenue Recognition 


The Company’s revenues are recognized when a performance obligation is satisfied, which occurs when 
control of the services is transferred to customers. Investment management fees, distribution and service fees, 
and administration and shareholder service fees are generally calculated as a percentage of average net assets of 
the investment portfolios managed. The net asset values from which investment management, distribution and 
service, and administration and shareholder service fees are calculated are variable in nature and subject to 
factors outside of the Company’s control such as additional investments, withdrawals and market performance. 
Because of this, these fees are considered constrained until the end of the contractual measurement period 
(monthly or quarterly), which is when asset values are generally determinable. 


Investment Management Fees 


The Company provides investment management services pursuant to investment management agreements 
through its affiliated investment advisers (each an “Adviser’’). Investment management services represent a series 
of distinct daily services that are performed over time. Fees earned on funds are based on each fund’s average 
daily or weekly net assets that are generally calculated and received on a monthly basis. The Company records 
investment management fees net of fees paid to unaffiliated subadvisers, as the Company considers itself an 
agent of the fund as it relates to the day-to-day investment management services performed by unaffiliated 
subadvisers, with the Company’s performance obligation being to arrange for the provision of that service and 
not control the specified service before that service is performed. Amounts paid to unaffiliated subadvisers for 
the years ended December 31, 2020, 2019 and 2018 were $38.6 million, $40.5 million and $46.7 million, 
respectively. 


Retail separate account fees are generally based on the end of the preceding or current quarter’s asset values. 
Institutional account fees are generally based on an average of daily or month-end balances or the current 
quarter’s asset values. Fees for structured finance products, for which the Company acts as the collateral 
manager, consist of senior, subordinated and, in certain instances, incentive management fees. Senior and 
subordinated management fees are calculated at a contractual fee rate applied against the end of the preceding 
quarter par value of the total collateral being managed with subordinated fees being recognized only after certain 
portfolio criteria are met. Incentive fees on certain of the Company’s collateralized loan obligations (““CLOs”’) are 
typically a percentage of the excess cash flows available to holders of the subordinated notes, above a threshold 
level internal rate of return. 


Distribution and Service Fees 


Distribution and service fees are sales- and asset-based fees earned from open-end funds, for marketing and 
distribution services. Depending on the fund type or share class, these fees primarily consist of an asset-based fee 
that is paid by the fund over a period of years to cover allowable sales and marketing expenses, or front-end sales 
charges that are based on a percentage of the offering price. Asset-based distribution and service fees are 
primarily earned as percentages of the average daily net assets value and are paid monthly pursuant to the terms 
of the respective distribution and service fee contracts. 
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Distribution and service fees represent two performance obligations comprised of distribution and related 
shareholder servicing activities. Distribution services are generally satisfied upon the sale of a fund share. 
Shareholder servicing activities are generally services satisfied over time. 


The Company distributes its open-end funds through unaffiliated financial intermediaries that comprise 
national and regional broker-dealers. These unaffiliated financial intermediaries provide distribution and 
shareholder service activities on behalf of the Company. The Company passes related distribution and service 
fees to these unaffiliated financial intermediaries for these services and considers itself the principal in these 
arrangements since it has control of the services prior to the services being transferred to the customer. These 
payments are classified within distribution and other asset-based expenses. 


Administration & Shareholder Service Fees 


The Company provides administrative fund services to its open-end mutual funds, ETFs and certain of its 
closed-end funds and shareholder services to its open-end funds. Administration and shareholder services are 
performed over time. The Company earns fees for these services, that are calculated and paid monthly, based on 
each fund’s average daily or weekly net assets. Administrative fund services include: record keeping, preparing 
and filing documents required to comply with securities laws, legal administration and compliance services, 
customer service, supervision of the activities of the funds’ service providers, tax services and treasury services. 
The Company also provides office space, equipment and personnel that may be necessary for managing and 
administering the business affairs of the funds. Shareholder services include maintaining shareholder accounts, 
processing shareholder transactions, preparing filings and performing necessary reporting. 


Other Income & Fees 


Other income and fees consist primarily of redemption income on the early redemption of certain share 
classes of mutual funds. 


Advertising and Promotion 


Advertising and promotional costs are expensed as incurred. These costs are classified in other operating 
expenses in the Consolidated Statements of Operations. 


Stock-based Compensation 


The Company accounts for stock-based compensation expense in accordance with ASC 718, 
Compensation—Stock Compensation (“ASC 718”), which requires the measurement and recognition of 
compensation expense for share-based awards based on the estimated fair value on the date of grant. 


Restricted stock units (“RSUs’) are stock awards that entitle the holder to receive shares of the Company’s 
common stock as the award vests over time or when certain performance metrics are achieved. The fair value of 
each RSU award is based on the fair market value price on the date of grant unless it contains a performance 
metric that is considered a “market condition.” Compensation expense for RSU awards is recognized ratably over 
the vesting period on a straight-line basis. The value of RSUs that contain a performance metric (“PSUs”) is 
determined based on (i) the fair market value price on the date of grant, for awards that contain a performance 
metric that represents a “performance condition” in accordance with ASC 718 or (ii) the Monte Carlo simulation 
valuation model for awards that contain a “market condition” performance metric under ASC 718. Compensation 
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expense for PSU awards that contain a market condition is fixed at the date of grant and is not adjusted in future 
periods based upon the achievement of the market condition. Compensation expense for PSU awards with a 
performance condition is recorded each period based upon a probability assessment of the expected outcome of 
the performance metric with a final adjustment upon measurement at the end of the performance period. 


Income Taxes 


The Company accounts for income taxes in accordance with ASC 740, Income Taxes (“ASC 740”), which 
requires recognition of the amount of taxes payable or refundable for the current year as well as deferred tax 
assets and liabilities for temporary differences between the tax basis of assets and liabilities and the reported 
amounts in the Consolidated Financial Statements. 


The Company’s methodology for determining the realizability of deferred tax assets includes consideration 
of taxable income in prior carryback year(s), if carryback is permitted under the tax law, as well as consideration 
of the reversal of deferred tax liabilities that are in the same period and jurisdiction and are of the same character 
as the temporary differences that gave rise to the deferred tax assets. The Company’s methodology also includes 
estimates of future taxable income from its operations as well as the expiration dates and amounts of carry- 
forwards related to net operating losses and capital losses. These estimates are projected through the life of the 
related deferred tax assets based on assumptions that the Company believes to be reasonable and consistent with 
demonstrated operating results. Unanticipated changes in future operating results may have a significant impact 
on the realization of deferred tax assets. Valuation allowances are provided when it is determined that it is more 
likely than not that the benefit of deferred tax assets will not be realized. 


Comprehensive Income 


The Company reports all changes in comprehensive income in the Consolidated Statements of Changes in 
Stockholders’ Equity and the Consolidated Statements of Comprehensive Income. Comprehensive income 
includes net income (loss) and foreign currency translation adjustments (net of tax). 


Earnings (Loss) per Share 


Earnings (loss) per share (“EPS”) is calculated in accordance with ASC 260, Earnings per Share. Basic EPS 
is computed by dividing net income (loss) attributable to common stockholders by the weighted-average number 
of common shares outstanding for the period, excluding dilution for potential common stock issuances. Diluted 
EPS reflects the potential dilution that could occur if securities or other contracts to issue common stock were 
exercised or converted into common stock, including (i) shares issuable upon the vesting of RSUs and stock 
option exercises using the treasury stock method and (ii) shares issuable upon the conversion of the Company’s 
mandatory convertible preferred stock (“MCPS”), as determined under the if-converted method. For purposes of 
calculating diluted EPS, preferred stock dividends have been subtracted from net income (loss) in periods in 
which utilizing the if-converted method would be anti-dilutive. 


Fair Value Measurements and Fair Value of Financial Instruments 
ASC 820 establishes a framework for measuring fair value and a valuation hierarchy based upon the 
transparency of inputs used in the valuation of an asset or liability. The FASB defines fair value as the price that 


would be received to sell an asset, or paid to transfer a liability, in an orderly transaction between market 
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participants at the measurement date. Classification within the hierarchy is based upon the lowest level of input 
that is significant to the fair value measurement. The valuation hierarchy contains three levels as follows: 


Level 1—Unadjusted quoted prices for identical instruments in active markets. Level 1 assets and liabilities 
may include debt securities and equity securities that are traded in an active exchange market. 


Level 2—Quoted prices for similar instruments in active markets; quoted prices for identical or similar 
instruments in markets that are not active; and model-derived valuations in which all significant inputs and 
significant value drivers are observable in active markets. Level 2 inputs may include observable market 
data such as closing market prices provided by independent pricing services after considering factors such 
as the yields or prices of comparable investments of comparable quality, coupon, maturity, call rights and 
other potential prepayments, terms and type, reported transactions, indications as to values from dealers and 
general market conditions. In addition, pricing services may determine the fair value of equity securities 
traded principally in foreign markets when it has been determined that there has been a significant trend in 
the U.S. equity markets or in index futures trading. Level 2 assets and liabilities may include debt and equity 
securities, purchased loans and over-the-counter derivative contracts whose fair value is determined using a 
pricing model without significant unobservable market data inputs. 


Level 3—Valuations derived from valuation techniques in which one or more significant inputs or 
significant value drivers are unobservable in active exchange markets. 


Recent Accounting Pronouncements 
New Accounting Standards Implemented 


In August 2018, the FASB issued ASU 2018-15, Intangibles-Goodwill and Other-Internal-Use Software 
(Subtopic 350-40) (“ASU 2018-15”). This standard aligns the requirements for capitalizing implementation costs 
incurred in a hosting arrangement that is a service contract with the requirements for capitalizing implementation 
costs incurred to develop or obtain internal-use software, including an internal-use software license. The 
Company adopted this standard on January 1, 2020. The adoption of this standard did not have a material impact 
on the Company’s consolidated financial statements. 


In August 2018, the FASB issued ASU 2018-13, Fair Value Measurement (Topic 820). This 
standard modifies the disclosure requirements on fair value measurements. The Company adopted this standard 
on January 1, 2020. The adoption of this standard did not have a material impact on the Company’s consolidated 
financial statements. 


New Accounting Standards Not Yet Implemented 


In January 2020, the FASB issued ASU 2020-01, Investments-Equity Securities (Topic 321), Investments- 
Equity Method and Joint Ventures (Topic 323), and Derivatives and Hedging (Topic 815). This standard clarifies 
the interaction of the accounting for equity securities under Topic 321, the accounting for equity method 
investments in Topic 323 and the accounting for certain forward contracts and purchased options in Topic 815. 
This standard is effective for fiscal years, and interim periods within those fiscal years, beginning after 
December 15, 2020. Early adoption is permitted, with the amendments to be applied on a prospective basis. The 
Company has evaluated the impact of adopting this standard and, at this time, does not anticipate it will have a 
material impact on its consolidated financial statements. 
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In December 2019, the FASB issued ASU 2019-12, Income Taxes (Topic 740): Simplifying the Accounting 
for Income Taxes. This standard simplifies the accounting for income taxes by removing certain exceptions to the 
general principles of Topic 740, Income Taxes, and also improves consistent application by clarifying and 
amending existing guidance. This standard is effective for fiscal years, and interim periods within those fiscal 
years, beginning after December 15, 2020. Early adoption is permitted, with the amendments to be applied on a 
retrospective, modified retrospective or prospective basis, depending on the specific amendment. The Company 
has evaluated the impact of adopting this standard and, at this time, does not anticipate it will have a material 
impact on its consolidated financial statements. 


3. Revenues 
Revenue Disaggregated by Source 


The following table summarizes revenue by source: 


Years Ended December 31, 
2020 2019 2018 
(in thousands) 
Investment management fees 
Open-end funds ......... 00.0... cece eee eee $247,519 $229,637 $231,175 
Closed-end funds ....... 0.0.0... cece eee eee 36,833 42,199 41,455 
Retail separate accounts .......... 0.00. eee eee ee 104,932 82,999 13932 
Institutional accounts .......... 00.0 cee eee eee 109,531 96,429 77,711 
Structured products ...... 0.0... eee eee eee 4,012 6,381 9,622 
Other products) 5.4... gichidod actin a yoo ia cece cehetdcanel a ala dees 2,511 3,832 3,526 
Total investment management fees .............. 505,338 461,477 437,021 
Distribution and service fees ................... 38,425 40,898 50,715 
Administration and shareholder service fees ..... 59,463 59,884 63,614 
Other income and fees ........................ 670 987 885 
Total revenues ...... 0... 0. ccc cece eee eee $603,896 $563,246 $552,235 
4. Goodwill and Other Intangible Assets 
Below is a summary of intangible assets, net: 
December 31, 
2020 2019 
(in thousands) 
Definite-lived intangible assets, net: 
Investment contracts and other............. 000.0 e eee eee ee $489,570 $489,570 
Accumulated amortization .......0.0.. 0.0 cece eee eee (252,822) (222,695) 
Definite-lived intangible assets, net ................0.0.0 00 236,748 266,875 
Indefinite-lived intangible assets ......................0.0. 43,516 43,516 
Total intangible assets, net ...... 2.0.00. c eee eee $280,264 $310,391 
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Activity in goodwill and intangible assets, net was as follows: 


Years Ended December 31, 


2020 2019 2018 
(in thousands) 
Intangible assets, net 
Balance, beginning of period .................. $310,391 $338,812 $301,954 
ACQUISIUONS:. oi sd oy edd Cen bee hawk e aw boo ete — 1,823 62,000 
Amortization expense .............. eee eee eee (30,127) (30,244) (25,142) 
Balance, end of period ...................... $280,264 $310,391 $338,812 
Goodwill 
Balance, beginning of period .................. $290,366 $290,366 $170,153 
ACQUISIUONS: 0240 206d dee daee eee neteed dae — — 120,213 
Balance, end of period ...................... $290,366 $290,366 $290,366 


Definite-lived intangible asset amortization for the next five years and thereafter is estimated as follows (in 
thousands): 


Fiscal Year Amount 
QOD ee costes Gasecetetaeettee raga & Goapales Gricatice, guseaceeacts Acansaceles $ 30,116 
2022 sce tebie pA cd bb doh ei bee be dae ood 29,992 
D1 028 Sere ace ar aa eee ena ee meee ae er 29,330 
DOD A aisedip Sateen) “damp coer asthe Sadan sane eyeresenan ph eee od 23,689 
QOD Doc shennan ceete les sncnnace aces Seeny se eeaete cus iteaadts cae octesieae Acetate 18,921 
2026.and Thereafter .2..6.36..42404 ov deeed deeswweeewe 104,700 
$236,748 


At December 31, 2020, the weighted average estimated remaining amortization period for definite-lived 
intangible assets was 9.9 years. 


5. Investments 


Investments consist primarily of investments in the Company’s sponsored products. The Company’s 
investments, excluding the assets of CIP discussed in Note 19, at December 31, 2020 and 2019 were as follows: 


December 31, 


2020 2019 
(in thousands) 
Investment securities—fair value .............. 00.00.0000 eee $39,990 $60,990 
Equity method investments (1) ......... 0.0.0.0... 00 002 eee eee 12,676 12,030 
Nonqualified retirement plan assets ........ 2.0.0... eee eee eee 10,612 8,724 
Other investments: «sic is so Fos been gad’ came eben ea eo es 1,666 1,462 
Total investments $64,944 $83,206 


(1) The Company’s equity method investments are valued on a three-month lag based upon the availability of 
financial information. 
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Investment Securities—fair value 


Investment securities—fair value consist of investments in the Company’s sponsored funds, separately 
managed accounts and trading debt securities. The composition of the Company’s investment securities—fair 
value were as follows: 


December 31, 2020 
Fair 
Cost Value 
(in thousands) 
Investment Securities—fair value: 
Sponsored funds ........ 0.000 c cece eee ees $22,378 $25,909 
Equity securities 2.0.0... 0. ccc cece eee e een tee nens 9,614 14,078 
DEBDESECUTIIES «acd ose ce dscerd deietiea tania, coh Mbt d ere enw nerds 7 3 
Total investment securities—fair value ..................... $31,999 $39,990 
December 31, 2019 
Fair 
Cost Value 
(in thousands) 
Investment Securities—fair value: 
Sponsored funds) 0:4 ss secoddte ak age seer te a aie Gee eae eas $44,588 $47,654 
Equity SeCurities: ...3 sca bade Hin eweds ous eaid ee ba 11,250 13,320 
DEDESECUTINIES: si2.2 cco tot Raa eee oa Ros dele nce ee eS 44 16 
Total investment securities—fair value ..................... $55,882 $60,990 


For the years ended December 31, 2020, 2019 and 2018, the Company recognized a net realized gain of 
$4.7 million, $0.8 million and $1.8 million, respectively, on the sale of its investment securities—fair value. 


Equity Method Investments 


The Company’s equity method investments primarily consist of investments in limited partnerships. For the 
years ended December 31, 2020, 2019 and 2018, distributions from equity method investments were 
$1.2 million, $0.8 million and $4.2 million, respectively. The remaining capital commitment for one of the 
Company’s equity method investments at December 31, 2020 is $0.4 million. 


Nonqualified Retirement Plan Assets 


The Company’s Excess Incentive Plan allows certain employees to voluntarily defer compensation. The 
Company holds the Excess Incentive Plan assets in a rabbi trust, which is subject to the claims of the Company’s 
creditors in the event of the Company’s bankruptcy or insolvency. Each participant is responsible for designating 
investment options for their contributions, and the ultimate distribution paid to each participant reflects any gains 
or losses on the assets realized while in the trust. Assets held in trust are included in investments and are carried 
at fair value utilizing Level 1 valuation techniques in accordance with ASC 320; the associated obligations to 
participants are included in other liabilities in the Consolidated Balance Sheets. 
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Other Investments 


Other investments represent interests in entities not accounted for under the equity method such as those 
accounted for under the cost method. 


6. Fair Value Measurements 


The Company’s assets and liabilities measured at fair value on a recurring basis, excluding the assets and 
liabilities of CIP discussed in Note 19, as of December 31, 2020 and December 31, 2019, by fair value hierarchy 
level were as follows: 


December 31, 2020 
Level 1 Level2 Level3 Total 


(in thousands) 


Assets 
Cash equivalents -..ic5:ca0 ey eeea ieee yee dada ae tian eed $207,101 $— $— $207,101 
Investment securities—fair value 
Sponsored TUndS: «2.54 00..c06eee weve gn eee ereed yee wee een 25,909 — — 25,909 
EquILy SECUDIMES, 6 oie ciece ade e cies ak eae a Ma aA EA ee 14,078 — —_ 14,078 
Debt Securities. i.2.5.0.4 dees. bees hn a OE a Ere ea ees —_— 3 — 3 
Nonqualified retirement plan assets ............ 0... .0000 0000008 10,612 — —_ 10,612 
Total assets measured at fair value ....................... $ 257,700 $ 3 $— — §$ 257,703 
December 31, 2019 


Level 1 Level2 Level3 Total 
(in thousands) 


Assets 
Cash equivalents. :.:..ycos.00¢ neneiwd bedded eae wewewee Ge $187,255 $— $— = $187,255 
Investment securities—fair value 
Sponsored TUNndS 2.4.5. 60 06000 uewe ge been Oe ede deme 47,654 — — 47,654 
Equity S€CUDIMES, 3.52. Gate ele eed GA Se ae ee aes 13,320 — —_ 13,320 
DB e101 cy ret0 Iw 16 | ok eee ee — 16 — 16 
Nonqualified retirement plan assets ............ 0.00.00 00 0000 eee 8,724 —_— _— 8,724 
Total assets measured at fair value ....................... $ 256,953 $ 16 $— = $ 256,969 


The following is a discussion of the valuation methodologies used for the Company’s assets measured at fair 
value. 


Cash equivalents represent investments in money market funds. Cash investments in money market funds 
are valued using published net asset values and are classified as Level 1. 


Sponsored funds represent investments in open-end funds, closed-end funds and ETFs for which the 
Company acts as the investment manager. The fair value of open-end funds is determined based on their 
published net asset values and are categorized as Level |. The fair value of closed-end funds and ETFs is 
determined based on the official closing price on the exchange on which they are traded on and are categorized as 
Level 1. 


Equity securities represent securities traded on active markets and are valued at the official closing price 


(typically the last sale or bid) on the exchange on which the securities are primarily traded and are categorized as 
Level 1. 
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Debt securities represent investments in senior secured bank loans and are based on evaluated quotations 
received from independent pricing services and are categorized as Level 2. 


Nonqualified retirement plan assets represent mutual funds within a nonqualified retirement plan whose fair 
value is determined based on their published net asset value and are categorized as Level 1. 


Cash, accounts receivable, accounts payable and accrued liabilities equal or approximate fair value based on 
the short-term nature of these instruments. 


Transfers into and out of levels are reflected when significant inputs used for the fair value measurement, 
including market inputs or performance attributes, become observable or unobservable or when the Company 
determines it has the ability, or no longer has the ability, to redeem, in the near term, certain investments that the 
Company values using a net asset value, or if the book value no longer represents fair value. 


The Company had no Level 3 investments for the twelve months ended December 31, 2020. The following 
table is a reconciliation of assets for Level 3 investments for which significant unobservable inputs were used to 
determine fair value for the twelve months ended December 31, 2019: 


Twelve Months Ended 
December 31, 

2019 
(in thousands) 
Level 3 Investments (1) 
Balance at beginning of period ................ $4,122 
(Sales) purchases ......... 0.0002 e eee eee eee (4,185) 
Change in unrealized gain (loss), net ........... 63 
Balance at end of period .................004. $ — 


(1) The investments that are categorized as Level 3 were valued utilizing third-party pricing information 
without adjustment. 


7. Furniture, Equipment and Leasehold Improvements, Net 


Furniture, equipment and leasehold improvements, net were as follows: 


December 31, 
2020 2019 

(in thousands) 
Leasehold improvements ............0 000 cece eee e cece eee $20,110 $19,871 
Furniture and office equipment ................. 000.000 11,743 12,027 
Computer equipment and software .............. 00.00.0000 ee 5,593 5,434 

Subtotal): cise taiae etic cae ata eens Wats tree Reser toad 37,446 S1332, 
Accumulated depreciation and amortization ................-4. (22,958) (19,182) 
Furniture, equipment and leasehold improvements, net .......... $14,488 $18,150 


8. Leases 


All of the Company’s leases qualify as operating leases and consist primarily of leases for office locations, 
which have remaining initial lease terms ranging from 0.3 to 9.3 years and a weighted average remaining lease 
term of 6.3 years. The Company has options to renew some of its leases for periods ranging from 3.0 to 15.0 
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years, depending on the lease. None of the Company’s renewal options were considered reasonably assured of 
being exercised and, therefore, were excluded from the initial lease term used to determine the Company’s ROU 
asset and lease liability. The Company’s ROU asset, recorded in other assets, and lease liability, recorded in 
other liabilities in the Consolidated Balance Sheets, at December 31, 2020 were $17.1 million and $24.8 million, 
respectively. The weighted average discount rate used to measure the Company’s lease liability was 4.73% at 
December 31, 2020. 


Lease expense totaled $5.1 million, $5.1 million and $6.9 million for fiscal years 2020, 2019 and 2018, 
respectively. Cash payments relating to operating leases during 2020 were $5.9 million. 


Lease liability maturities as of December 31, 2020 were as follows: 


Amount 
(in thousands) 
DODD, seg dersrierivtnintes haha Steed hailed dadtecpied thei $ 5,774 
DDD 3a, eg cas auiee Sinai aes taisea eecstcp acdeaam aedes cagciiaee ane taeaeets pe 4,731 
QO23® eae Sand weds Vb 4 ecetie BR bee badd bee Gas 4,406 
DOD Ae ari 8 ae alte spa tease dhe sacehsbasaradee stanton Ata aes arel tases erentastetten 3,760 
QO QD! ied bcd tetcede tached Hare Repay BS hg be ee eek bh 3,185 
By <1 721 0 =) can Nee rae Per id aE a 7,213 
Total lease payments ............. 0.0.2 29,069 
Less: Imputed interest: ..5 i.e hee e ees whee ero 4,264 
Present value of lease liabilities .................... $24,805 


9. Income Taxes 


The components of the provision for income taxes were as follows: 


Years Ended December 31, 


2020 2019 2018 

(in thousands) 
Current 

FGG@T AL 55s saeg dies cecstanecedspiland des sheen adieu etna deat $27,852 $23,066 $18,864 

StAte i205 2:84 to dhb beaded bebbd beaks 9,751 6,129 3,668 
Total current tax expense (benefit)................. 37,603 29,195 22,532 
Deferred 

Bederal js een avacrve teed ap aaeserichone, Ditaneva de, tele es 3,899 3,535 5,901 

AS 7 | eae a en PO 2,433 2,447 4,528 
Total deferred tax expense (benefit) ................ 6,332 5,982 10,429 
Total expense (benefit) for income taxes ............ $43,935 $35,177 $32,961 
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The following presents a reconciliation of the provision (benefit) for income taxes computed at the federal 
statutory rate to the provision (benefit) for income taxes recognized in the Consolidated Statements of Operations 
for the years indicated: 


Years Ended December 31, 


(in thousands) 2020 2019 2018 
Taxat Statutory fate sc. 2056044 oped taadde tae eos akeeewe $34,419 21% $ 29,544 21%$ 22,899 21% 
State taxes, net of federal benefit ...................0.04. 9,775 6 6,859 5 6,450 6 
Nondeductible compensation ............. 0.000 ee ee eee 2,686 2 2,080 2 2,182 2 
Effect of net (income) loss attributable to noncontrolling 

ITET OSS 95.26 coo 5 cticiad, ied dn eed Sop edna Behe tA Oe AOS As (1,939) (1) (968) (1) (71) — 
Change in valuation allowance ............ 0.0000 c ee eee (1,383) (1) (1,330) (1) 4,508 4 
Other Het. scutes cakead preeee vated aes aca andende dese 377 — (1,008) (1) (2,907) (3) 
Income tax expense (benefit) ......... 0.0.2 c cece eee $43,935 27%$35,177 25% $32,961 30% 


The provision for income taxes reflects U.S. federal, state and local taxes at an effective tax rate of 27%, 
25% and 30% for the years ended December 31, 2020, 2019 and 2018, respectively. The Company’s tax position 
for the years ended December 31, 2020, 2019 and 2018 was impacted by changes in the valuation allowance 
related to the unrealized and realized gains and losses on the Company’s investments. 


Deferred taxes resulted from temporary differences between the amounts reported in the consolidated 
financial statements and the tax basis of assets and liabilities. The tax effects of temporary differences were as 
follows: 


December 31, 


2020 2019 
(in thousands) 
Deferred tax assets: 
Intangible assets ...... 0... ccc ene eee eee $ 3,237 $ 5,279 
Net operating losses .... 0... 2... eee ec eee 13,490 13,704 
Compensation accruals... 0.0.0... eee eee eee eee 12,971 12,789 
Ibease liability’ «i003 504052 sas dhe dado eke Ree eee ewe eG 5,835 6,897 
Investments 2... 0.0... eee een nee eens 3,758 5,561 
Capital losses ic ct aa ecdy tapi ddaie Gd tones i a wea eas 1,255 7713 
UIE 5, cis, secsiespt hes Set eet sa coe: ees Soe hs, eine dp cdstcen's, See cac ened ees Tha tee 984 581 
Gross deferred tax ASSES) os aha k dooce eee Ge bad ward's Saeed artes 41,530 45,584 
Valuation allowance .... 0.0.0.0... ccc eee eens __ (6,107 ) __ (6,844) 
Gross deferred tax assets after valuation allowance ............. 35,423 38,740 
Deferred tax liabilities: 
Intan Gi ble: aSsets: ctsce ays areg.Gtate scp hs atohisvadeaanl aie auinat paced (18,170) (15,252) 
Right Of Use-asset’ + i gags cgteig dd bd Coiba een eek oa (4,328) (5,263) 
FIXCCASSEtS> saz. o 5 cou ste edie, a ena wauth yg iSateiatay actos, ded lec MR a brteteDhaelae (1,900) (1,372) 
Other inVvestMents: 3204 v0 2.he sda bce we Beak, Ee ade bela Gre esa Sak (1,487) (975) 
Gross deferred tax liabilities ....... 0... .. 0... cece eee (25,885) (22,862) 
Deferred tax assets, net 0.0... cee eee eens $ 9,538 $15,878 
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At each reporting date, the Company evaluates the positive and negative evidence used to determine the 
likelihood of realization of its deferred tax assets. The Company maintained a valuation allowance in the amount 
of $6.1 million and $6.8 million at December 31, 2020 and 2019, respectively, relating to deferred tax assets on 
items of a capital nature as well as certain state deferred tax assets. 


As of December 31, 2020, the Company had net operating loss carry-forwards for federal income tax 
purposes represented by an $8.5 million deferred tax asset. The related federal net operating loss carry-forwards 
are scheduled to begin to expire in the year 2031. As of December 31, 2020, the Company had state net operating 
loss carry-forwards, varying by subsidiary and jurisdiction, represented by a $5.0 million deferred tax asset. The 
state net operating loss carry-forwards are scheduled to begin to expire in 2021. 


Internal Revenue Code Section 382 (“Section 382”) limits tax deductions for net operating losses, capital 
losses and net unrealized built-in losses after there is a substantial change in ownership in a corporation’s stock 
involving a 50 percentage point increase in ownership by 5% or larger stockholders. At December 31, 2020, the 
Company had pre-change losses represented by deferred tax assets totaling $9.5 million that are subject to 
Section 382 limits. The utilization of these assets is subject to an annual limitation of $1.1 million. 


Activity in unrecognized tax benefits were as follows: 


Years Ended 
December 31, 
2020 2019 2018 
(in thousands) ~~ 
Balance, beginning of year... 0.0... cece ee eee nee eens $1,172 $ — $H— 
Decrease related to tax positions taken in prior years ................ 00.00.0008. (365) — —_— 
Increase related to positions taken in the current year ....... 0.0... ce eee eee eee 214 11720 — 
Balancés@nd Of, Var 53 cies.pscedes nce. aid caecaes acple ce aeied Wie asnin to -oatena es 8 ate wid ne Bed aN $1,021 $1,172 $— 


If recognized, $0.8 million of the $1.0 million gross unrecognized tax benefit balance at December 31, 2020 
would favorably impact the Company’s effective income tax rate. The Company does not expect any significant 
changes to its liability for unrecognized tax benefits during the next 12 months. 


The Company recognizes interest and penalties related to income tax matters within income tax expense. 
The Company recorded no interest or penalties related to unrecognized tax benefits at December 31, 2020, 2019 
and 2018. 


The earliest federal tax year that remains open for examination is 2017. The earliest open years in the 
Company’s major state tax jurisdictions are 2010 for Connecticut and 2017 for all of the Company’s remaining 
state tax jurisdictions. 


10. Debt 
Credit Agreement 


The Company’s credit agreement, as amended (the “Credit Agreement’), is comprised of (i) $365.0 million 
of seven-year term debt (the “Term Loan”) expiring in June 2024, and (ii) a $100.0 million five-year revolving 
credit facility (the “Credit Facility”) expiring in June 2022. During the year ended December 31, 2020, the 
Company reduced its Term Loan by $80.1 million, including the retirement of $10.0 million of principal for 
$8.9 million from certain debt holders in accordance with the prepayment provisions in the Credit Agreement. At 
December 31, 2020, $205.7 million was outstanding under the Term Loan, and the Company had no outstanding 
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borrowings under its Credit Facility. In accordance with ASC 835, Interest, the amounts outstanding under the 
Company’s Term Loan are presented in the Consolidated Balance Sheet net of related debt issuance costs, which 
were $4.5 million as of December 31, 2020. 


Amounts outstanding under the Credit Agreement for the Term Loan and the Credit Facility bear interest at 
an annual rate equal to, at the option of the Company, either (i) LIBOR (adjusted for reserves) for interest periods 
of one, two, three or six months (or, solely in the case of the Credit Facility, if agreed to by each relevant lender, 
twelve months or periods less than one month), subject to a “floor” of 0% for the Credit Facility and 0.75% for 
the Term Loan, or (ii) an alternate base rate, in either case plus an applicable margin. The applicable margin on 
amounts outstanding under the Credit Agreement is 2.50%, in the case of LIBOR-based loans, and 1.50% in the 
case of alternate base rate loans. In each case the applicable margin is subject to a 25 basis point reduction if the 
Company’s secured net leverage ratio (as defined in the Credit Agreement) as of the last day of the preceding 
fiscal quarter is not greater than 1.00 to 1.00, as reflected in certain financial reports required under the Credit 
Agreement. 


The Credit Agreement includes a financial maintenance covenant that the Company will not permit the 
Total Net Leverage Ratio to exceed 2.50:1.00 as of the last day of any fiscal quarter, provided that this covenant 
will apply only if on such day the aggregate principal amount of outstanding revolving loans and letters of credit 
under the Credit Facility exceeds 30% of the aggregate revolving commitments as of such day. 


The obligations of the Company under the Credit Agreement are guaranteed by certain of its subsidiaries 
and secured by substantially all of the assets of the Company, subject to customary exceptions. The Credit 
Agreement contains customary affirmative and negative covenants, including covenants that affect, among other 
things, the ability of the Company and its subsidiaries to incur additional indebtedness, create liens, merge or 
dissolve, make investments, dispose of assets, engage in sale and leaseback transactions, purchase shares of our 
common stock, make distributions and dividends and pre-payments of junior indebtedness, engage in 
transactions with affiliates, enter into restrictive agreements, amend documentation governing junior 
indebtedness, modify its fiscal year, or modify its organizational documents, subject to customary exceptions, 
thresholds, qualifications and “baskets.” 


The Term Loan amortizes at the rate of 1.00% per annum payable in equal quarterly installments and is 
mandatorily repaid with: (i) 50% of the Company’s excess cash flow (as defined in the Credit Agreement) on an 
annual basis, declining to 25% if the Company’s secured net leverage ratio declines below 1.0 and further 
declining to 0% if the Company’s secured net leverage ratio declines below 0.5; (ii) the net proceeds of certain 
asset sales, casualty or condemnation events, subject to customary reinvestment rights; and (iii) the proceeds of 
any indebtedness incurred other than indebtedness permitted to be incurred by the Credit Agreement. 


At any time, upon timely notice, the Company may terminate the Credit Agreement in full, reduce the 
commitment under the Credit Facility in minimum specified increments or prepay the Term Loan in whole or in 
part, subject to the payment of breakage fees with respect to LIBOR-based loans and, in the case of any Term 
Loans that are prepaid in connection with a “repricing transaction” occurring within the six-month period 
following the closing date, a 1.00% premium. 


Future minimum Term Loan payments (exclusive of any mandatory excess cash flow repayments) as of 
December 31, 2020 were as follows: 
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Year Amount 


(in thousands) 


2O0AN gare cee ae eds HEA ELSA Ee EBA AR EG EERE See $ 3,651 
2O22: 4 Sa eiweee tobe d eeu oes Peas Ooleee oso hd 3,652 
QO 23: pcscpsice digas ware be wale Mahe debe dsb eR eee eis 3,651 
2OPA. bat d ue etn t eee hae iwc he bo Demeremees $4.04 194,718 

$205,672 


11. Commitments and Contingencies 
Legal Matters 


The Company is involved from time to time in litigation and arbitration, as well as examinations, inquiries 
and investigations by various regulatory bodies, including the SEC, involving its compliance with, among other 
things, securities laws, client investment guidelines, laws governing the activities of broker-dealers and other 
laws and regulations affecting its products and other activities. Legal and regulatory matters of this nature 
involve or may involve but are not limited to the Company’s activities as an employer, issuer of securities, 
investor, investment adviser, broker-dealer or taxpayer. In addition, in the normal course of business, the 
Company discusses matters with its regulators raised during regulatory examinations or is otherwise subject to 
their inquiry. These matters could result in censures, fines, penalties or other sanctions. 


The Company records a liability when it is both probable that a liability has been incurred and the amount of 
the liability can be reasonably estimated. Significant judgment is required in both the determination of 
probability and the determination as to whether a loss is reasonably estimable. In addition, in the event the 
Company determines that a loss is not probable, but is reasonably possible, and it becomes possible to develop 
what the Company believes to be a reasonable range of possible loss, then the Company will include disclosures 
related to such matter as appropriate and in compliance with ASC 450, Contingencies. The disclosures, accruals 
or estimates, if any, resulting from the foregoing analysis are reviewed at least quarterly and adjusted to reflect 
the impact of negotiations, settlements, rulings, advice of legal counsel and other information and events 
pertaining to a particular matter. Based on information currently available, available insurance coverage, 
indemnities and established reserves, the Company believes that the outcomes of its legal and regulatory 
proceedings are not likely, either individually or in the aggregate, to have a material adverse effect on the 
Company’s results of operations, cash flows or its consolidated financial condition. However, in the event of 
unexpected subsequent developments and given the inherent unpredictability of these legal and regulatory 
matters, the Company can provide no assurance that its assessment of any claim, dispute, regulatory examination 
or investigation or other legal matter will reflect the ultimate outcome, and an adverse outcome in certain matters 
could, from time to time, have a material adverse effect on the Company’s results of operations or cash flows in 
particular quarterly or annual periods. 


12. Equity 
Preferred Stock Conversion 


On February 3, 2020, 1,150,000 shares of MCPS converted to 912,870 shares of the Company’s common 
stock. Each share of MCPS converted to 0.7938 shares of common stock at a conversion price of $125.97 per 
share, subject to customary anti-dilution adjustments. The number of shares of common stock issued upon 
conversion was determined based on the volume-weighted average price per share of the Company’s common 
stock over the 20 consecutive trading day period beginning on, and including, the 22nd scheduled trading day 
immediately preceding the mandatory conversion date. 
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Dividends 


During the first and second quarters of the year ended December 31, 2020, the Board of Directors declared 
quarterly cash dividends on the Company’s common stock of $0.67 each. During the third and fourth quarters of 
the year ended December 31, 2020, the Board of Directors declared quarterly cash dividends on the Company’s 
common stock of $0.82 each. Total dividends declared on the Company’s common stock were $25.0 million for 
the year ended December 31, 2020. 


At December 31, 2020, $9.0 million was included as dividends payable in liabilities in the Consolidated 
Balance Sheet representing the fourth quarter dividends to be paid on February 12, 2021 for the Company’s 
common stock shareholders of record as of January 29, 2021. 


Common Stock Repurchases 


In May 2020, the Company’s Board of Directors authorized an additional 750,000 shares to be repurchased 
under the Company’s share repurchase program, bringing the total number of shares authorized to be repurchased 
under the program since its inception to 4,930,045 shares. During the year ended December 31, 2020, the 
Company repurchased a total of 279,796 common shares at a weighted average price of $116.13 per share, for a 
total cost, including fees and expenses, of $32.5 million under its share repurchase program. As of December 31, 
2020, 722,642 shares remain available for repurchase. Under the terms of the program, the Company may 
repurchase shares of its common stock from time to time at its discretion through open market repurchases, 
privately negotiated transactions and/or other mechanisms, depending on price and prevailing market and 
business conditions. The program, which has no specified term, may be suspended or terminated at any time. 


13. Accumulated Other Comprehensive Income (Loss) 


The changes in accumulated other comprehensive income (loss), by component, were as follows: 


Unrealized Gains Foreign 
(Losses) on Currency 
Securities Translation 

Available-for-Sale Adjustments 


(in thousands) 


Balance at December 31,2019 ...... 0. eee eee ee $— $ 9 
Foreign currency translation adjustments, net of tax of $(7) .............. —_— 20 
Net current-period other comprehensive income (loss) .................04- — 20 
Balance at December 31, 2020 ... 0.0... cece eee eee eens eens $— $29 
Unrealized Gains Foreign 
(Losses) on Currency 
Securities Translation 


Available-for-Sale Adjustments 


(in thousands) 


Balance at December 31, 2018 ....... 0... ccc cece cette eee e tenes $(726) $ (5) 
Foreign currency translation adjustments, net of tax of $(5) .............. — 14 
Amounts reclassified from accumulated other comprehensive income (loss), 

TEt-Of tax OF S(254)! 3: 3:< wwkewn sons he Sabana eae soedeerela eels Vd e BP 726 — 
Net current-period other comprehensive income (loss) ................004. 726 14 
Balance at December 31, 2019 .. 0... 0 eee cc eee ence eee eas $ — $ 9 
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14. Retirement Savings Plan 


The Company sponsors a defined contribution 401(k) retirement plan (the “401(k) Plan’’) covering all 
employees who meet certain age and service requirements. Employees may contribute a percentage of their 
eligible compensation into the 401(k) Plan, subject to certain limitations imposed by the Internal Revenue Code. 
Through December 31, 2020, the Company matched employees’ contributions at a rate of 100% of employees’ 
contributions up to the first 5.0% of the employees’ compensation contributed to the 401(k) Plan. The 
Company’s matching contributions were $5.3 million, $5.1 million and $5.2 million in 2020, 2019 and 2018, 
respectively. 


15. Stock-Based Compensation 


Pursuant to the Company’s Omnibus Incentive and Equity Plan (the “Plan’’), officers, employees and 
directors may be granted equity-based awards, including restricted stock units (“RSUs”), performance stock units 
(“PSUs”), stock options and unrestricted shares of common stock. At December 31, 2020, 343,165 shares of 
common stock remain available for issuance of the 2,820,000 shares that are authorized for issuance under the 
Plan. 


Stock-based compensation expense is summarized as follows: 


Years Ended December 31, 
~2020..~«~2~C«s~=<is*~‘é SC 
(in thousands) 
Stock-based compensation expense ................ $21,481 $22,232 $23,116 


Restricted Stock Units 


Each RSU entitles the holder to one share of common stock when the restriction expires. RSUs may be 
time-vested or performance-contingent (PSUs) that convert into RSUs after performance measurement is 
complete and generally vest in one to three years. Shares that are issued upon vesting are newly issued shares 
from the Plan and are not issued from treasury stock. 


RSU activity, inclusive of PSUs, for the year ended December 31, 2020 is summarized as follows: 


Weighted 
Average 

Number Grant Date 

vie . cee Vee 
Outstanding at December 31, 2019 .... 0.0.0... ee eee eee 528,376 $115.74 
Granted: 64.252hedad peared dobbs oh Sah aba dEb bh eased 211,660 $ 86.73 
BO@neted: os c2. 5 gaicaut, cha ete avhaa oda. edo iarn ee adh ehcp vere ds des Stee (10,734) $106.28 
DSEtHE. ss. gts pene an aie ee etna ea aed diy nee Gee eeie bead 3 (196,117) $110.93 
Outstanding at December 31, 2020 .. 0.0.0.0... 0. eee eee 533,185 $106.19 


The grant-date intrinsic value of RSUs granted during the year ended December 31, 2020 was $18.4 million. 


Years Ended December 31, 
2020 2019 2018 
(in millions, except per share values) 
Weighted-average grant-date fair value per share ........ $86.73 $108.42 $131.16 
Fair value of RSUs vested .......... 0.0.0.0. 0c eee $21.8 $ 178 $ 12.5 
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For the years ended December 31, 2020, 2019 and 2018, a total of 68,625, 66,441 and 41,101 RSUs, 
respectively, were withheld by the Company as a result of net share settlements to settle minimum employee tax 
withholding obligations. The Company paid $6.5 million, $6.9 million and $5.3 million for the years ended 
December 31, 2020, 2019 and 2018, respectively, in minimum employee tax withholding obligations related to 
RSUs withheld for net share settlements. These net share settlements had the effect of share repurchases by the 
Company as they reduced the number of shares that would have been otherwise issued as a result of the vesting. 


During the years ended December 31, 2020 and 2019, the Company granted 68,371 and 52,960 PSUs that 
contain performance-based metrics in addition to a service condition. Compensation expense for PSUs is 
generally recognized over a three-year service period based upon the value determined using a combination of 
(i) the intrinsic value method, for awards that contain a performance metric that represents a “performance 
condition” in accordance with ASC 718, and (ii) the Monte Carlo simulation valuation model for awards that 
contain a “market condition” performance metric under ASC 718. Compensation expense for PSU awards that 
contain a market condition is fixed at the date of grant and will not be adjusted in future periods based upon the 
achievement of the market condition. Compensation expense for PSU awards with a performance condition is 
recorded each period based upon a probability assessment of the expected outcome of the performance metric 
with a final adjustment upon measurement at the end of the performance period. 


As of December 31, 2020 and 2019, unamortized stock-based compensation expense for unvested RSUs and 
PSUs was $22.3 million and $27.8 million, respectively, with a weighted average remaining contractual life of 
1.2 years and 1.3 years, respectively. The Company did not capitalize any stock-based compensation expenses 
during the years ended December 31, 2020, 2019 and 2018. 


Stock Options 


Stock option activity for the year ended December 31, 2020 is summarized as follows: 


Weighted 
Number Average 

of shares Exercise Price 
Outstanding at December 31, 2019 ........... 0.0.00. 00 00s 6,654 $39.35 
EX@rCiS@G. 6325 b-dig-b. oc dodo dO does We Ree em aete eee hoes (5,461 ) $35.89 
Outstanding at December 31, 2020 ........... 0.000000. e eee 1,193 $55.18 
Vested and exercisable at December 31, 2020 ................ 1,193 $55.18 


Stock options generally cliff vest after three years and have a contractual life of ten years. The weighted- 
average remaining contractual term for stock options outstanding, vested and exercisable at December 31, 2020 
and December 31, 2019 was 0.2 and 0.8 years, respectively. At December 31, 2020, the aggregate intrinsic value 
of stock options outstanding and vested and exercisable was $0.2 million. The total intrinsic value of stock 
options exercised for the years ended December 31, 2020, 2019 and 2018 was $0.4 million, $6.4 million and 
$3.0 million, respectively. Cash received from stock option exercises was $0.2 million, $0.7 million and 
$0.8 million for 2020, 2019 and 2018, respectively. 


Employee Stock Purchase Plan 


The Company offers an employee stock purchase plan that allows employees to purchase shares of common 
stock on the open market at market price through after-tax payroll deductions. The initial transaction fees are 
paid for by the Company and shares of common stock are purchased on a quarterly basis. The Company does not 
reserve shares for this plan or discount the purchase price of the shares. 


F-32 


Virtus Investment Partners, Inc. 


Notes to Consolidated Financial Statements—(Continued) 


16. Earnings (Loss) Per Share 


The computation of basic and diluted EPS is as follows: 


Years Ended December 31, 
2020 2019 2018 

(in thousands, except per share amounts) 

Net Income (Loss) ...........0.. 00.0 ene eens $119,963 $105,508 $76,080 
Noncontrollin® interests: 2.5 6. idee teca se isepiataueseaadie ed eas gheoescasea eaenaie eee (40,006) (9,859) (551) 
Net Income (Loss) Attributable to Stockholders ...................... 79,957 95,649 75,529 
Preferred stock dividends ......... 0... cc ccc cece tenet eens — (8,337) (8,337) 
Net Income (Loss) Attributable to Common Stockholders .............. $ 79,957 $ 87,312 $67,192 
Shares (in thousands): 

Basic: Weighted-average number of shares outstanding ................... 7,620 6,963 7,174 
Plus: Incremental shares from assumed conversion of dilutive instruments .... 356 1,186 1,353 
Diluted: Weighted-average number of shares outstanding ................. 7,976 8,149 8,527 
Earnings (Loss) per Share—Basic ........ 0... $ 10.49 $ 12.54 $ 9.37 
Earnings (Loss) per Share—Diluted .......... 0.0. $ 10.02 $ 11.74 $ 8.86 


The following table details the securities that have been excluded from the above computation of weighted- 
average number of shares for diluted EPS, because the effect would be anti-dilutive. 


Years Ended Years 
Ended December 31, 


2020 2019 2018 


(in thousands) 
Restricted stock units and stock options .............0.0 00 eee eee 22 12 


22 12 


Total anti-dilutive securities 2.0.0... 0... eee ee eee 


17. Concentration of Credit Risk 


The concentration of credit risk with respect to advisory fees receivable is generally limited due to the short 
payment terms extended to clients by the Company. The following client including the Company’s sponsored 
funds provided 10 percent or more of the Company’s investment management, administration and shareholder 
service fee revenues: 


2020 2019 2018 


Virtus KAR Small Cap Growth Fund ........ 2.0... 0. eee eens 10% * * 
Virtus Newfleet Multi-Sector Short Term Bond Fund .......... 2.0... 0. 0c eee eee eee 7 . 10% 
Virtus Vontobel Emerging Markets Opportunities Fund. ................ 00.0000 .00000. - x 10% 


* Less than 10 percent of total revenues of the Company 
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18. Redeemable Noncontrolling Interests 


Redeemable noncontrolling interests for the year ended December 31, 2020 included the following amounts: 


Affiliate 
Noncontrolling 
CIP Interests Total 

(in thousands) 

Balance at December 31, 2019 1.0.0... 0... ccc ccc cee $ 5,429 $58,416 $ 63,845 
Net income (loss) attributable to noncontrolling interests ............ 997 5,979 6,976 
Changes in redemption value (1) .... 2.0... 0. eee eee ee eee — 31,732 31,732 

Total net income (loss) attributable to noncontrolling interests ......... 997 37,711 38,708 

Net subscriptions (redemptions) and other ................0 02 eee eae 21,635 (8,675) 12,960 

Balance at December 31, 2020 1.0.0.0... 0c ccc cece cee ene $28,061 $87,452 $115,513 


(1) Relates to noncontrolling interests redeemable at other than fair value. 


19. Consolidation 


The consolidated financial statements include the accounts of the Company, its subsidiaries and investment 
products that are consolidated. VOEs are consolidated when the Company is considered to have a controlling 
financial interest, which is typically present when the Company owns a majority of the voting interest in an entity 
or otherwise has the power to govern the financial and operating policies of the entity. 


The Company evaluates any VIEs in which the Company has a variable interest for consolidation. A VIE is 
an entity in which either (i) the equity investment at risk is not sufficient to permit the entity to finance its own 
activities without additional financial support or (ii) where as a group, the holders of the equity investment at risk 
do not possess (x) the power through voting or similar rights to direct the activities that most significantly impact 
the entity’s economic performance; (y) the obligation to absorb expected losses or the right to receive expected 
residual returns of the entity; or (z) proportionate voting and economic interests and where substantially all of the 
entity’s activities either involve or are conducted on behalf of an investor with disproportionately fewer voting 
rights. If an entity has any of these characteristics, it is considered a VIE and is required to be consolidated by its 
primary beneficiary. The primary beneficiary is the entity that has both the power to direct the activities that most 
significantly impact the VIE’s economic performance and has the obligation to absorb losses of, or the right to 
receive benefits from, the VIE that could potentially be significant to the VIE. 
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In the normal course of its business, the Company sponsors various investment products, some of which are 
consolidated by the Company. CIP includes both VOEs, made up primarily of open-end funds in which the 
Company holds a controlling financial interest, and VIEs, which primarily consist of CLOs of which the 
Company is considered the primary beneficiary. The consolidation and deconsolidation of these investment 
products have no impact on net income (loss) attributable to stockholders. The Company’s risk with respect to 
these investment products is limited to its beneficial interests in these products. The Company has no right to the 
benefits from, and does not bear the risks associated with, these investment products beyond the Company’s 
investments in, and fees generated from, these products. 


The following table presents the balances of CIP that, after intercompany eliminations, were reflected in the 
Consolidated Balance Sheets as of December 31, 2020 and 2019: 


As of December 31, 
2020 2019 
VOEs VIEs VOEs VIEs 
CLOs Other CLOs Other 
(in thousands) 
Cash and cash equivalents ......... $ 9,837 $ 82,295 $ 1,206 $ 2,665 $ 97,130 $ 363 
Investments ..................08. 57,256 2,217,055 58,966 22,223 1,976,148 31,739 
Other assets .............00000005 1,989 10,484 957 1,563 21,450 599 
Notes payable ...............205. — (2,190,445) — — (1,834,535) — 
Securities purchased payable and 
other liabilities ................ (2,566) (42,940) (323) (2,964) (164,887) (200) 
Noncontrolling interests ........... (24,707) (9,799) (3,354) (3,865) (10,558) $ (1,564) 
Net interests in CIP ............... $41,809 $ 66,650 $57,452 $19,622 $ 84,748 $30,937 
Consolidated CLOs 


The majority of the Company’s CIP that are VIEs are CLOs. At December 31, 2020, the Company 
consolidated six CLOs. The financial information of certain CLOs is included in the Company’s consolidated 
financial statements on a one-month lag based upon the availability of the fund’s financial information. A 
majority-owned consolidated private fund, whose primary purpose is to invest in CLOs for which the Company 
serves as the collateral manager, is also included. 


Investments of CLOs 


The CLOs held investments of $2.2 billion at December 31, 2020 consisting of bank loan investments, 
which comprise the majority of the CLOs’ portfolio asset collateral and are senior secured corporate loans across 
a variety of industries. These bank loan investments mature at various dates between 2021 and 2029 and pay 
interest at LIBOR plus a spread of up to 12.0%. The CLOs may elect to reinvest any prepayments received on 
bank loan investments up until the periods between October 2019 and March 2025, depending on the CLO. 
Generally, subsequent prepayments received after the reinvestment period must be used to pay down the note 
obligations. At December 31, 2020, the fair value of the senior bank loans was less than the unpaid principal 
balance by $79.3 million. At December 31, 2020, there were no material collateral assets in default. 
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Notes Payable of CLOs 


The CLOs held notes payable with a total value, at par, of $2.4 billion at December 31, 2020, consisting of 
senior secured floating rate notes payable with a par value of $2.2 billion and subordinated notes with a par value 
of $225.9 million. These note obligations bear interest at variable rates based on LIBOR plus a pre-defined 
spread ranging from 0.8% to 8.7%. The principal amounts outstanding of these note obligations mature on dates 
ranging from October 2027 to April 2033. 


The Company’s beneficial interests and maximum exposure to loss related to these consolidated CLOs is 
limited to (i) ownership in the subordinated notes and (ii) accrued management fees. The secured notes of the 
consolidated CLOs have contractual recourse only to the related assets of the CLO and are classified as financial 
liabilities. Although these beneficial interests are eliminated upon consolidation, the application of the 
measurement alternative prescribed by ASU 2014-13, Consolidation (Topic 810) (“ASU 2014-13”) results in the 
net assets of the consolidated CLOs shown above to be equivalent to the beneficial interests retained by the 
Company at December 31, 2020, as shown in the table below: 


(in thousands) 


Subordinated notes .........0 0.00. e cece eee eee ee $65,332 
Accrued investment management fees ................ 1,318 
Total Beneficial Interests ......... 0.0.0.0. 0c ee eee $66,650 


The following table represents income and expenses of the consolidated CLOs included in the Company’s 
Consolidated Statements of Operations for the period indicated: 


Year Ended 
December 31, 
20 
(in thousands) 
Income: 
Realized and unrealized gain (loss), net............... $ (6,519) 
INtETESEIMCOME si 5o.5 gee ccacea gh ds, eohenee een dos, Ra eee eee 106,536 
Total Income: ec ss cis ede va Beas ee ade koe $100,017 
Expenses: 
Other operating expenses ............0 000 e eee eee eee $ 9,991 
Interest:expense: i. icici vecceided edna erben 85,437 
Total-EXpense osc n4 Gad bee ad dea ge Se eb GS betes 95,428 
Noncontrolling interests... 2.0.0... cece eee eee (1,298) 
Net Income (loss) attributable to CIP ................ $ 3,291 
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As summarized in the table below, the application of the measurement alternative as prescribed by ASU 


2014-13 results in the consolidated net income summarized above to be equivalent to the Company’s own 
economic interests in the consolidated CLOs, which are eliminated upon consolidation: 


Year Ended 
December 31, 
2020 


(in thousands) 


Distributions received and unrealized gains (losses) on 


the subordinated notes held by the Company ........ $(5,454) 
Investment management fees ...................004. 8,745 
Total Economic Interests ..........00 00000 e ee eee $ 3,291 


Fair Value Measurements of CIP 


The assets and liabilities of CIP measured at fair value on a recurring basis as of December 31, 2020 and 
2019 by fair value hierarchy level were as follows: 


As of December 31, 2020 
Level 1 Level 2 Level 3 Total 
(in thousands) 
Assets 
Cashequivalents® «2 so%acisiae sede Sneha aahune:e’ acs $82,295 $ — $ — $$ 82,295 
Debt: investments: ..¢ sos. 04 sos ssege 68S See ee ares 16,859 2,219,199 53,368 2,289,426 
Equity investments ................ 0.000000. 000. 38,468 3,856 814 43,138 
DGrivatlVes: fis ind 'b db actned-pw in chse booed Sree aed s 858 1,227 — 2,085 
Total assets measured at fair value ........... $138,480 $ 2,224,282 $54,182 $ 2,416,944 
Liabilities 
Notes payable ssi 2 sau4dna0 bees weeds de ei de $ — $2,190,445 $ — $2,190,445 
IDEPIVALLVES® 2 2acegae oe co ete oh aoe gals hee oo ew 8 714 757 — 1,471 
Short sal€s. ¢.03.).54.06 4.64.08 cae esi be bid Seeded 520 — — 520 
Total liabilities measured at fair value ........ $ 1,234 $ 2,191,202 $ —  §$ 2,192,436 
As of December 31, 2019 
Level 1 Level 2 Level 3 Total 
(in thousands) 
Assets 
Cash equivalents .......... 0... c cece eee e eens $97,130 $ — $ — $ 97,130 
Debt: investments: 22s:¢ 306.0 e seks of Fie Se ars 218 1,973,427 39,389 2,013,034 
Equity investments ....... 0... cece cece ete tees 15,872 171 1,033 17,076 
Total assets measured at fair value ........... $113,220 $ 1,973,598 $40,422 $ 2,127,240 
Liabilities 
Notes payable: si 4. csc ie sb ogden ges aware aly s $ — $1,834,535 $ — § $1,834,535 
Short SaleS: sos-.-e seis Soe og ooo Be 430 —_ — 430 
Total liabilities measured at fair value ........ $ 430 $ 1,834,535 $ — _ §$ 1,834,965 
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The following is a discussion of the valuation methodologies used for the assets and liabilities of the 
Company’s CIP measured at fair value. 


Cash equivalents represent investments in money market funds. Cash investments in money market funds 
are valued using published net asset values and are classified as Level 1. 


Debt and equity investments represent the underlying debt, equity and other securities held in CIP. Equity 
investments are valued at the official closing price on the exchange on which the securities are traded and are 
generally categorized within Level 1. Level 2 investments represent most debt securities, including bank loans 
and certain equity securities (including non-U.S. securities), for which closing prices are not readily available or 
are deemed to not reflect readily available market prices, and are valued using an independent pricing service. 
Debt investments are valued based on quotations received from independent pricing services or from dealers who 
make markets in such securities. Bank loan investments, which are included as debt investments, are generally 
priced at the average mid-point of bid and ask quotations obtained from a third-party pricing service. Fair value 
may also be based upon valuations obtained from independent third-party brokers or dealers utilizing matrix 
pricing models that consider information regarding securities with similar characteristics. In certain instances, 
fair value has been determined utilizing discounted cash flow analyses or single broker non-binding quotes. 
Depending on the nature of the inputs, these assets are classified as Level 1, 2 or 3 within the fair value 
measurement hierarchy. Level 3 investments include debt and equity securities that are not widely traded, are 
illiquid or are priced by dealers based on pricing models used by market makers in the security. 


Derivative assets and liabilities represent futures contracts, swaps contracts, option contracts and forward 
contracts held in CIP. Derivative instruments in an asset position are classified as other assets of CIP on the 
Consolidated Balance Sheets. Derivative instruments in a liability position are classified as liabilities of CIP 
within the Consolidated Balance Sheets. The change in fair value of such derivatives is recorded in realized and 
unrealized gain (loss) on investments of CIP, net, on the Consolidated Statements of Operations. Depending on 
the nature of the inputs, these derivative assets and liabilities are classified as Level 1, 2 or 3 within the fair value 
measurement hierarchy. In connection with entering into these derivative contracts, these CIP may be required to 
pledge an amount of cash equal to the appropriate “initial margin” requirements. The cash pledged or on deposit 
is recorded on the Consolidated Balance Sheets of the Company as cash pledged or on deposit of CIP. The fair 
value of such derivatives at December 31, 2020 was immaterial. 


Notes payable represent notes issued by CIP CLOs and are measured using the measurement alternative in 
ASU 2014-13. Accordingly, the fair value of CLO liabilities was measured as the fair value of CLO assets less 
the sum of (1) the fair value of the beneficial interests held by the Company, and (ii) the carrying value of any 
beneficial interests that represent compensation for services. The fair value of the beneficial interests held by the 
Company is based on third-party pricing information without adjustment. 


Short sales are transactions in which a security is sold that is not owned or is owned but there is no intention 
to deliver, in anticipation that the price of the security will decline. Short sales are recorded in the Consolidated 
Balance Sheets within other liabilities of CIP and are classified as Level 1 based on the underlying equity 
security. 


The securities purchase payable at December 31, 2020 and 2019 approximated fair value due to the short 
term nature of the instruments. 
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The following table is a reconciliation of assets of CIP for Level 3 investments for which significant 
unobservable inputs were used to determine fair value. 


Year Ended December 31, 
(in thousands) 2020 2019 
Level 3 Investments of CIP (1) 
Balance at beginning of period ...............0 00 e eee eee $40,422 $ 6,848 
PUT ASC Seas tcctecs hate tseca eh Seneca a ecto asst caste cote dy Geaceeesa tear naw dtp ats 2,197 2,466 
Ales <6 y3oascy hid 2 0a, BS eddies BS ene yaa. hace ee Se I ee gew (1,843) (7,310) 
Fi00(0)910-2:10 (0) | lean one eer ae 31 (13) 
Change in unrealized gains (losses), net .............000 000 ee (1,245) 235 
Realized gains: (1088), Net c.g: 5 5.5 soe tubs gears gave aed gceecw bacon ge ks 20 (94) 
‘Transtersit6 Level.2)is324:0;3 cca dain aed hee Gea edie ete oobeee (61,335) (52,875) 
Transfers from Level 2 ........ 00... 75,935 91,165 
Balance at end of period ............... 0000 c cece eee $54,182 $40,422 


(1) The investments that are categorized as Level 3 were valued utilizing third-party pricing information 
without adjustment. Transfers between Level 2 and Level 3 were due to trading activities at period end. 


Nonconsolidated VIEs 


The Company serves as the collateral manager for other collateralized loan and collateralized bond 
obligations (collectively, “CDOs’”) that are not consolidated. The assets and liabilities of these CDOs reside in 
bankruptcy remote, special purpose entities in which the Company has no ownership of, nor holds any notes 
issued by, the CDOs, and provides neither recourse nor guarantees. The Company has determined that the 
investment management fees it receives for serving as collateral manager for these CDOs did not represent a 
variable interest since (1) the fees the Company earns are compensation for services provided and are 
commensurate with the level of effort required to provide the investment management services, (ii) the Company 
does not hold other interests in the CDOs that individually, or in the aggregate, would absorb more than an 
insignificant amount of the CDOs’ expected losses or receive more than an insignificant amount of the CDOs’ 
expected residual return, and (iii) the investment management arrangement only includes terms, conditions and 
amounts that are customarily present in arrangements for similar services negotiated at arm’s length. 


The Company has interests in certain other VIEs that the Company does not consolidate as it is not the 
primary beneficiary since its interest in these entities does not provide the Company with the power to direct the 
activities that most significantly impact the entities’ economic performance. At December 31, 2020, the carrying 
value and maximum risk of loss related to the Company’s interest in these VIEs was $28.7 million. 


20. Subsequent Events 
AllianzGI Strategic Partnership 
On February 1, 2021, the Company completed actions necessary to finalize its agreement from July 2020 
with Allianz Global Investors U.S. LLC and Allianz Global Investors Distributors LLC (collectively, 


“AllianzGI’) pursuant to which the company became the investment adviser, distributor and/or administrator of 
certain AllianzGI’s open-end, closed-end and retail separate account assets. 
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Agreement with Westchester Capital Management 


On February 1, 2021, the Company entered into an agreement to acquire all of the equity of Westchester 
Capital Management. The transaction is expected to close in the second half of the 2021, subject to customary 
closing conditions and approvals by Westchester Capital Management Funds Board and shareholders. 


Dividends Declared 


On February 24, 2021, the Company declared a quarterly cash dividend of $0.82 per common share to be 
paid on May 14, 2021 to shareholders of record at the close of business on April 30, 2021. 


21. Selected Quarterly Data (Unaudited) 


(in thousands, except per share data) 


REVENUES g.0i020.0e hg ecape eed ane te ete 
Operating Income (Loss) .................. 
Net Income (Loss) .............000 00 e eee 
Net Income (Loss) Attributable to Common 
Stockholders 
Earnings (loss) per share—Basic 
Earnings (loss) per share—Diluted .......... 


(in thousands, except per share data) 


ROVENUES) 6.355 44.5 bo oa eee o OSS Oe dade 
Operating Income (Loss) .................. 
Net Income (Loss) ......... 0.0.0... 00 ce ee 
Net Income (Loss) Attributable to Common 
Stockholders 
Earnings (loss) per share—Basic 
Earnings (loss) per share—Diluted .......... 


Fourth 
Quarter 


$171,646 
50,931 
61,814 


43,315 
$ 5.67 
$ 5.40 


Fourth 
Quarter 


$146,084 


37,796 
29,782 


20,808 
$ 3.02 
$ 2.83 
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2020 
Third Second 
Quarter Quarter 
$154,790 $132,894 
41,009 26,622 
40,934 16,209 
29,648 11,279 
$ 386 $ 1.46 
$ 3.71 $ 1.43 
2019 
Third Second 
Quarter Quarter 
$145,955 $140,489 
35,787 30,128 
25,359 27,899 
22,000 24,842 
$ 3.17 $ 3.55 
$ 295 $ 3.26 


First 
Quarter 


$144,566 


24,602 
1,006 


(4,285) 
$ (0.58) 
$ (0.58) 


First 
Quarter 


$130,718 
20,999 
22,468 


19,662 
$ 2.80 
$ 2.61 
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CERTIFICATION UNDER SECTION 302 
I, George R. Aylward, certify that: 
1. Ihave reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’ s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 26, 2021 


/S/ GEORGE R. AYLWARD 


George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


Exhibit 31.2 


CERTIFICATION UNDER SECTION 302 
I, Michael A. Angerthal, certify that: 
1. [have reviewed this annual report on Form 10-K of Virtus Investment Partners, Inc.; 


2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 
to state a material fact necessary to make the statements made, in light of the circumstances under which 
such statements were made, not misleading with respect to the period covered by this report; 


3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash flows of 
the registrant as of, and for, the periods presented in this report; 


4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal 
control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the 
registrant and have: 


(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 
procedures to be designed under our supervision, to ensure that material information relating to the 
registrant, including its consolidated subsidiaries, is made known to us by others within those entities, 
particularly during the period in which this report is being prepared; 


(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance regarding the 
reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles; 


(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in 
this report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 


(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of 
an annual report) that has materially affected, or is reasonably likely to materially affect, the registrant’ s 
internal control over financial reporting; and 


5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 


(a) All significant deficiencies and material weaknesses in the design or operation of internal control 
over financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 


(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 


Date: February 26, 2021 


/S/ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and Principal Accounting Officer) 


Exhibit 32.1 


CERTIFICATIONS OF CEO AND CFO PURSUANT TO 18 U.S.C. SECTION 1350, 
AS ADOPTED PURSUANT TO 
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002 


In connection with this Annual Report on Form 10-K of Virtus Investment Partners, Inc. (the “Company”) 
for the period ended December 31, 2020, as filed with the Securities and Exchange Commission on the date 
hereof (the “Report’”), each of the undersigned officers of the Company hereby certifies, pursuant to 18 U.S.C. 
Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, that to the best of his 
knowledge: 


(1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange 
Act of 1934; and 


(2) the information contained in the Report fairly presents, in all material respects, the financial condition 
and results of operations of the Company. 


Dated: February 26, 2021 


/s/_ GEORGE R. AYLWARD 
George R. Aylward 
President, Chief Executive Officer and Director 
(Principal Executive Officer) 


/s/_ MICHAEL A. ANGERTHAL 


Michael A. Angerthal 
Executive Vice President, Chief Financial Officer 
(Principal Financial Officer and 
Principal Accounting Officer) 


Non-GAAP Information and Reconciliations 
(Dollars in thousands except per share data) 


The following are reconciliations and related notes of the most comparable U.S. GAAP measure to each 
non-GAAP measure. 


The non-GAAP financial measures included in this Proxy Statement differ from financial measures determined 
in accordance with U.S. GAAP as a result of the reclassification of certain income statement items, as well as the 
exclusion of certain expenses and other items that are not reflective of the earnings generated from providing 
investment management and related services. Non-GAAP financial measures have material limitations and 
should not be viewed in isolation or as a substitute for U.S. GAAP measures. 


Reconciliation of Total Revenues, GAAP to Total Revenues, as Adjusted: 


Twelve Months Ended 

12/31/2020 =12/31/2019 % Change 
Total revenues, GAAP .... 0... 0. een tent eens $603,896 $563,246 1% 
Consolidated investment products revenues (1) ........ 0.0.0 cee eee eee ee 9,472 8,037 18% 
Distribution and other asset-based expenses (2) ......... 0... c eee eee eee (77,010) (82,099) (6%) 
Total revenues, as adjusted ........... 0.00 ccc cece eens $536,358 $489,184 10% 


Reconciliation of Total Operating Expenses, GAAP to Operating Expenses, as Adjusted: 


ee Mone Ended 

DOE Lee eee 
Total operating expenses, GAAP ........ 0... 0c c cece ee eee $460,732 $438,536 5% 
Consolidated investment products expenses (1)... ..... 0.0.0. e ee eee ee eee (10,585) (4,015) 164% 
Distribution and other asset-based expenses (2) .... 0.0.0... cece eee eee (77,010) (82,099) (6%) 
Amortization of intangible assets (3) 2.0... 0... cece eee eee (30,127) (30,244) (— %) 
Restructuring and severance (4) ..... 0... cece eee eee eee eens (1,155) (2,302) (50%) 
Acquisition and integration expenses (5) .. 0.0.0... . cece eee eee eee (826) (5,210) (84%) 
THE T (G). fs seeecdei tise. cee Ae dtm eam anats Gabe Hawesbn de hg One toacaelewt kobehaees (1,189) (488) 144% 
Total operating expenses, as adjusted... 0... 0.0... cece eee ee eee $339,840 $314,178 8% 
Reconciliation of Operating Income, GAAP to Operating Income, as Adjusted: 

Twelve Months Ended 

12/31/2020 =12/31/2019 % Change 
Operating income, GAAP .... 0.0... cece eee eens $143,164 $124,710 15% 
Consolidated investment products operating income (1) .................. 20,057 12,052 66% 
Amortization of intangible assets (3) 1.2.2... cece eee ee eee 30,127 30,244 (— %) 
Restructuring and severance (4) ..... 0... cece eee eee eee eee 1,155 2,302 (50%) 
Acquisition and integration expenses, net of tax (5) ......... 02... ee ee eee 826 5,210 (84%) 
OTE E (GB). 6s sesich woes aoe adgud bd leclsh st dst oie Se eaasn hae dude bee dud teaches ached Bete 1,189 488 144% 
Operating income, as adjusted ...... 0.0... cece eee $196,518 $175,006 12% 
Operating marein, GAAP 2.) eee hata ee eans bade oS Kae Oe eA 23.7% 22.1% 
Operating margin, as adjusted 1.1.0... . eee eee eens 36.6% 35.8% 


Reconciliation of Net Income Attributable to Common Stockholders, GAAP to Net Income Attributable to 


Common Stockholders, as Adjusted: 


Twelve Months Ended 

12/31/2020 =12/31/2019 % Change 
Net income attributable to common stockholders, GAAP ................. $ 79,957 $ 87,312 (8%) 
Amortization of intangible assets, net of tax (3) ........... eee ee eee eee 18,810 19,066 (1%) 
Restructuring and severance, net of tax (4)... 0... eee cee eee ee 839 1,678 (50%) 
Seed capital and CLO investments, net of tax (5) 1... 0.0... eee eee ee (2,957) (4,430) (33%) 
Acquisition and integration expenses, net of tax (5) ....... 0... cee eee eee 613 3,798 (84%) 
Other: net of taX(6) ssi ob eidace ohevd vedere eeae bebo eabedea Meeks 32,052 13,115 144% 
Net income attributable to common stockholders, as adjusted ............. $129,314 $120,539 7% 
Weighted Average Shares Outstanding—Diluted ....................0.. 7,976 8,149 
Weighted Average Shares Outstanding—Diluted, as adjusted ............ 7,976 8,149 
Earnings Per Share—Diluted, GAAP ............ 0... e eee eee $ 10.02 $ 11.74 
Earnings Per Share—Diluted, as adjusted ........... 0.0.00. c ee eee eee $ 16.21 $ 14.79 


A Reflects dilutive impact to shares in all periods; differs from GAAP basis in periods of a GAAP earnings loss, if any 


Notes to Reconciliations: 


Reclassifications: 


1. 


Consolidated investment products - Revenues and expenses generated by operating activities of mutual 
funds and CLOs that are consolidated in the financial statements. Management believes that excluding 
these operating activities to reflect net revenues and expenses of the company prior to the consolidation 
of these products is consistent with the approach of reflecting its operating results from managing 
third-party client assets. 


Other Adjustments: 


Revenue Related 


2. 


Investment management/Distribution and service fees - Each of these revenue line items is reduced to 
exclude fees passed through to third-party client intermediaries who own the retail client relationship 
and are responsible for distributing the product and servicing the client. The amount of fees fluctuates 
each period, based on a predetermined percentage of the value of assets under management, and varies 
based on the type of investment product. The specific adjustments are as follows: 


Investment management fees - Based on specific agreements, the portion of investment 
management fees passed-through to third-party intermediaries for services to investors in sponsored 
investment products. 


Distribution and service fees - Based on distinct arrangements, fees collected by the company then 
passed-through to third-party client intermediaries for services to investors in sponsored investment 
products. The adjustment represents all of the company’s distribution and service fees that are recorded 
as a separate line item on the condensed consolidated statements of operations. 


Management believes that making these adjustments aids in comparing the company’s operating results 
with other asset management firms that do not utilize third-party client intermediaries. 
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Expense Related 


3: 


Distribution and other asset-based expenses - Primarily payments to third-party client intermediaries 
for providing services to investors in sponsored investment products. Management believes that 
making this adjustment aids in comparing the company’s operating results with other asset 
management firms that do not utilize third-party client intermediaries. 


Amortization of intangible assets - Non-cash amortization expense or impairment expense, if any, 
attributable to acquisition-related intangible assets, including any portion that is allocated to 
noncontrolling interests. Management believes that making this adjustment aids in comparing the 
company’s operating results with other asset management firms that have not engaged in acquisitions. 


Restructuring and severance - Certain expenses associated with restructuring the business, including 
lease abandonment-related expenses and severance costs associated with staff reductions, that are not 
reflective of the ongoing earnings generation of the business. Management believes that making this 
adjustment aids in comparing the company’s operating results with prior periods. 


Acquisition and integration expenses - Expenses that are directly related to acquisition and integration 
activities. Acquisition expenses include transaction closing costs, certain professional fees, and 
financing fees. Integration expenses include costs incurred that are directly attributable to combining 
businesses, including compensation, restructuring and severance charges, professional fees, consulting 
fees, and other expenses. Management believes that making these adjustments aids in comparing the 
company’s operating results with other asset management firms that have not engaged in acquisitions. 


Components of Acquisition and Integration Expenses for the respective periods are shown below: 


Twelve Months Ended 
12/31/2020 12/31/2019 


Acquisition and Integration Expenses 


HimployMent expenses) ois. cscs .acieu ieaes stuaese nip atte Runwcanepcaee Beale $655 $4,964 
Other operating expenses ......... 0.0.0... cece eee eee 171 246 
Total Acquisition and Integration Expenses ................. $826 $5,210 


Other - Certain expenses that are not reflective of the ongoing earnings generation of the business. 
Employment expenses and noncontrolling interests are adjusted for fair value measurements of affiliate 
minority interests. Interest expense is adjusted to remove gains on early extinguishment of debt. 
Income tax expense (benefit) items are adjusted for uncertain tax positions, changes in tax law, 
valuation allowances, and other unusual or infrequent items not related to current operating results to 
reflect a normalized effective rate. Preferred dividends are adjusted as preferred shares were 
mandatorily converted into common shares on February 1, 2020 and the non-GAAP weighted average 
shares are adjusted to reflect the conversion. Management believes that making these adjustments aids 
in comparing the company’s operating results with prior periods. 


8-3 


Components of Other for the respective periods are shown below: 


Twelve Months Ended 
12/31/2020 12/31/2019 
Other 
Occupancy related expenses ............. 000.00 e eee eee eee $ — $ 180 
Tax impact of occupancy related expenses ................ — (49) 
Employment expense fair value adjustments ................... 1,189 308 
Tax impact of employment expense fair value adjustments ... (329) (84) 
Gain on extinguishment of debt .......... 0.0.0.0. c ee eee eee (704) — 
Tax impact of gain on extinguishment of debt ............. 205 — 
Affiliate minority interest fair value adjustments ............... 31,383 5,554 
Other discrete tax adjustments ........ 0.0... 0.0 cee eee eee ee 308 (1,131) 
Preferred stockholder dividends .............. 0.0000 eeeee — 8,337 
Total Other ....... 0.000... teen nes $32,052 $13,115 


Seed Capital and CLO Related 


&. Seed capital and CLO investments (gains) losses - Gains and losses (realized and unrealized) of seed 
capital and CLO investments. Gains and losses (realized and unrealized) generated by investments in 
seed capital and CLO investments can vary significantly from period to period and do not reflect the 
company’s operating results from providing investment management and related services. Management 
believes that making this adjustment aids in comparing the company’s operating results with prior 
periods and with other asset management firms that do not have meaningful seed capital and CLO 
investments. 


Definitions: 


Revenues, as adjusted, comprise the fee revenues paid by clients for investment management and related 
services. Revenues, as adjusted, for purposes of calculating net income attributable to common stockholders, as 
adjusted, differ from U.S. GAAP, namely in excluding the impact of operating activities of consolidated 
investment products and reduced to exclude fees passed-through to third-party client intermediaries who own the 
retail client relationship and are responsible for distributing the product and servicing the client. 


Operating expenses, as adjusted, is calculated to reflect expenses from ongoing continuing operations. Operating 
expenses, as adjusted, for purposes of calculating net income attributable to common stockholders, as adjusted, 
differ from U.S. GAAP expenses in that they exclude amortization or impairment, if any, of intangible assets, 
restructuring and severance, the effect of consolidated investment products, acquisition and integration-related 
expenses and certain other expenses that do not reflect the ongoing earnings generation of the business. 


Operating margin, as adjusted, is a metric used to evaluate efficiency represented by operating income, as 
adjusted, divided by revenues, as adjusted. 


Earnings (loss) per share, as adjusted, represent net income (loss) attributable to common stockholders, as 
adjusted, divided by weighted average shares outstanding, as adjusted, on either a basic or diluted basis. 
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Ceredex Value Advisors LLC 
ceredexvalue.com 


Duff & Phelps Investment Management Co. 
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kayne.com 


Newfleet Asset Management, LLC 
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Shareholder Information 


Security Listing 


The common stock of Virtus Investment Partners, Inc. 


is traded on the Nasdaq Global Market under 
the symbol “VRTS.” 


Transfer Agent and Registrar 


For information or assistance regarding your account, 
please contact our transfer agent and registrar: 


Virtus Investment Partners, Inc. 

c/o Broadridge Corporate Issuer Solutions, Inc. 
P.O. Box 1342 

Brentwood, NY 11717 


Toll-free (within U.S.): 866-205-7273 
Foreign Shareowners: 413-775-6091 


Web Site: 

shareholder. broadridge.com/VRTS 
E-mail: 
Virtus.Investment.Partners@virtus.com 


Annual Meeting of Shareholders 


Shareholders are invited to attend the 

2021 Annual Meeting of Shareholders 

on Friday, May 14, 2021 at 10:00 A.M. EDT 
at the company’s offices, One Financial Plaza, 
19th Floor, Hartford, Connecticut. 


For More Information 


To receive additional information about 
Virtus Investment Partners and access to 
other shareholder services, visit Investor 
Relations in the “Our Story” section of our 
Web site at www.virtus.com, or contact us at: 


Virtus Investment Partners, Inc. 
Investor Relations 

One Financial Plaza 
Hartford, CT 06103 


Telephone: 800-248-7971 (Option 2) 
Fax: 413-774-1714 
E-mail: investor.relations@virtus.com 


For more information on Virtus Mutual Funds 


or other products, call your financial representative 


or visit us at www.virtus.com. 
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